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ington, D.C. Telephone 215-625-0151.1309 Noble 
Street, 5th Floor, Dept. WO0J, Phila., PA. 19123.
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This month, in Washington D.C., 
our two sponsoring organizations will 
hold their Joint Annual Meeting. 
Women accountants have the 
opportunity to interact with other 
professionals having similar interests 
and facing the same types of chal­
lenges. A strong network enables us 
to identify real and anticipated 
problems and develop innovative 
solutions on a broader spectrum. 
The JAM Committee has worked 
diligently to make this both an 
interesting and informative meeting. 
Come join us!
Unique issues facing women in the 
accounting profession are being 
addressed on several fronts. The 
AICPA is converting their Upward 
Mobility Task Force into a perma­
nent committee thus acknowledging 
that the myriad of complexities 
facing women cannot be resolved in 
one concentrated effort. The Ameri­
can Accounting Association, com­
prised primarily of accounting 
educators, has given provisional 
status to a new Gender Issues 
section. This should provide a forum 
for gender related research at their 
regional and annual meetings.
The Woman CPA has a history of 
publishing gender related articles 
and we now try to publish one each 
issue. Most of our readers are 
working in accounting and thus are 
interested in articles of a practical 
nature. Since becoming editor, I have 
adopted the “theme” approach. That 
is, if I have several manuscripts on 
related topics, I run them in the 
same issue. Unfortunately, I cannot 
plan the theme topics very far in 
advance, because I don’t know what 
manuscripts will successfully com­
plete the review process. We don’t 
GRADUATE ACCOUNTING SCHOLARSHIPS
The Educational Foundation of AWSCPA and ASWA has Laurels Fund Scholar­
ships available for the 1991-1992 academic year. The Laurels Fund was established to 
provide scholarships to women students pursuing advanced degrees in accounting. 
One $5,000 scholarship is intended for a deserving candidate who has completed at 
least one year of a doctoral program at an accredited university. In addition, at least 
$2,500 will be awarded to one or more advanced degree candidates, either masters or 
doctorate. Applications will be sent to AACSB Deans and Accounting Chairs by 
November 1 as well as ASWA Chapter Presidents and AWSCPA Affiliate Presidents.
After November 1 you may also write for an application or more information from: 
Roland L. Madison, Ph.D., CPA, Chairman, Laurels Scholarship Fund Committee, 
Department of Accountancy, John Carroll University, University Heights, Ohio 44118
All completed applications must be postmarked by February 15, 1991. The 
recipients will be notified by April 30, 1991.
keep a large inventory because 
papers become obsolete and that is 
unfair to the author.
As I complete my fourth issue and 
first full year, I would like to express 
my appreciation to a group of people 
who do a great deal of work and 
receive little credit beyond getting 
their names in reduced print on the 
masthead. Our Associate Editor, Jan 
Colbert, devotes many hours to 
processing the submitted manu­
scripts. She sends acknowledge­
ments to the authors, distributes the 
manuscripts (without the authors’ 
names) to two reviewers, receives 
and considers the reviewers com­
ments and recommendations, sends 
it to another reviewer in case of a tie, 
informs the author(s) of the accep­
tance, suggested revisions, or 
rejection of the manuscript, and then 
sends the accepted manuscript to the 
editor. Our department editors often 
solicit and review the manuscripts 
within their departments. Our 
reviewers carefully read and com­
ment upon six to ten manuscripts per 
year, depending upon their areas of 
specialization. This requires a good 
deal of time and effort. These people 
make significant contributions 
toward making The Woman CPA a 
quality journal and I salute each and 
every one of them.
In the Winter issue, we will cover 
JAM, and give you a brief overview 
of all the interesting programs. We 
will also have some announcements 
about staff changes for The Woman 
CPA. Our most important goal is to 
serve the needs and interests of our 
readers.
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Some Empirical Evidence on 
the Impact of the AICPA’s 
Mandatory Continuing 
Education Requirements
By Franklin J. Plewa, Ph.D., Richard F. Boes, Ph.D.,
G. Michael Ransom, M. Tax., and Ronald D. Balsley, Ph.D.
Introduction
In 1986 a special committee of 
the American Institute of 
Certified Public Accountants 
(AICPA) on restructuring pro­
fessional standards, recom­
mended adopting mandatory 
continuing professional educa­
tion (CPE) requirements. The 
Institute cited as reasons for its 
proposal the rapid growth in 
the body of knowledge that 
CPAs must master, the expan­
sion of services provided by 
CPAs, and unique technologi­
cal developments in business. 
In January, 1988, the member­
ship of the AICPA over­
whelmingly adopted all of the 
committee’s recommendations 
and over 90% voted in favor of 
the CPE proposal.
The new rules require 
members in public practice to 
take 120 CPE hours every three 
years with a minimum of twenty hours per year. Members 
not in public practice are required to take 60 hours of CPE 
over a three-year period starting in 1989. In 1992, the 
requirement increases to 90 hours over three years with a 
minimum of ten hours each year. This topic is discussed 
in the following article.
Since forty-seven states already require CPE, the 
AICPA hopes its CPE requirement will set a national 
standard. The Institute wants state boards of accounting 
to follow its leadership and enact similar requirements.
The purpose of this article is to provide evidence 
concerning the possible impact of uniform mandatory 
CPE rules on licensed certified public accountants. The 
sample was taken from state CPA society mailing lists 
containing the names and addresses of 10,860 licensed
CPAs from six western 
states.1 A systematic 
sample of 10% of the 
population was taken 
resulting in surveys 
being sent to 1,086 CPAs. 
Five hundred and 
fourteen surveys were 
returned for a response 
rate of 47.3%. Analysis of 
postmarks of returned 
surveys comparing 
1The states were selected because of their low population density and the 
preponderance of small firms and local practitioners. These firms and 
individuals should be affected most by adoption of the AICPA’s new 
rules.
2A chi-square test was run and the result supported the hypothesis of no 
statistical difference in the distributions of the group.
respondents’ geographical distribution to the population 
distribution indicated that they were almost identical.2
Proposed Benefits of Uniform Mandatory 
Standards
That CPAs must maintain acceptable levels of compe­
tency and promote public confidence is widely recog­
nized. A uniform CPE requirement is one means by which 
that responsibility can be discharged. Current state 
continuing education requirements overlap and are not 
uniform nationwide. And, all CPAs are not covered by 
them. A few states have no CPE requirements. For those 
that have, the requirements in most states are only for 
those in public practice.
The disparity among state regulations is a significant 
problem since accounting professionals have become 
more mobile. If the state in which the accountant is 
licensed has different rules for education and/or practice 
from the state in which he or she needs to work, recipro­
cal licensing can be difficult. Additionally, CPAs who are 
employed by large national or regional firms often must 
be licensed in several states. If the licensing requirements
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are dissimilar, the CPA may have 
difficulty making certain all the 
states’ requirements are met. 
Uniformity of CPE rules would 
obviate these types of problems.
The benefits of uniform CPE 
requirements go beyond relieving 
CPA’s licensing problems caused by 
increased mobility. (Humphries et al. 
1988, p. 74) feel that uniform CPE 
rules would provide evidence to the 
public as to the competency of CPAs 
nationally. The authors also feel that 
uniform standards would increase 
the quality of the programs offered 
while lowering their cost since dis­
tributors of CPE programs could 
operate on a national level. These 
distributors could function with 
larger budgets and higher quality 
standards. The result would be the 
development of programs for larger 
audiences with a corresponding 
reduction in cost due to economies of 
scale and competition.
Additional CPE requirements for 
those not engaged in public practice 
may be especially burdensome. The 
AICPA position is that these individu­
als will find various alternatives to 
fulfill the requirement, such as self­
study, home video, and teleconfer­
ences, that are not too financially 
burdensome (AICPA, 1986, p. 65). 
Moreover, conferences and seminars 
such as those conducted by state 
CPA societies and other professional 
organizations, should be a regular 
part of CPAs professional lives. As 
does the CPA certificate, CPE 
increases the value of CPAs not in 
public practice either to their employ­
ers or in the general marketplace.3
3Nix and Nix, 1987, p. 13, found that 75 percent 
of their respondents (directors of state 
societies of accountancy) indicated that their 
state should have the same mandatory 
continuing education requirement for 
accountants in industry, public practice and 
government.
The Cost off Uniform 
Mandatory Standards
Some CPAs feel that recent 
Congressional criticism of the 
auditing profession pressured the 
AICPA into mandating CPE. This 
group does not believe that uniform 
mandatory CPE standards will 
necessarily result in a higher degree 
of competency of CPAs or audit 
quality.
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affect the adoption of uniform 
continuing education rules. These 
concerns essentially center around 
the financial burden placed on non­
practicing CPAs and those CPAs 
employed by small public accounting 
firms.
Some in the profession will bear a 
heavier financial burden than others 
under mandatory uniform require­
ments. Large national firms provide 
many extensive in-house CPE 
programs and consequently their 
staff personnel will not have to incur 
additional costs. In contrast, CPAs in 
industry, government, and education 
may personally incur substantial 
incremental costs. Since CPE costs 
are treated as miscellaneous ex­
penses for income tax purposes, they 
are deductible only to the extent that 
they exceed two percent of adjusted 
gross income. Individuals who are 
not highly paid and/or have few 
other miscellaneous expenses have a 
unique financial burden placed upon
142 12 2
them. Given this financial burden, 
these CPAs may seek out the least 
expensive CPE programs regardless 
of quality. This will result in CPE 
credit which is of dubious value.
In the final analysis many feel that 
the pressures of competition as well 
as professionalism will compel CPAs 
to stay up-to-date in the areas in 
which they work. Uniform manda­
tory continuing education require­
ments are therefore unnecessary.
The task of choosing the best 
educational opportunities from 
among a myriad of programs offered 
under multiple sponsorship becomes 
an even tougher game because the 
CPA faces increasing risks in terms 
of cost and time on programs of 
doubtful benefit. Many also maintain 
that little evidence exists that proves 
that uniform mandatory CPE, 
requiring a certain number of credit 
hours over a given period of time, 
assures quality of service or compe­
tence of the practitioner any more
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Exhibit 2
In contrast, CPAs in 
industry, government, and 
education may personally 
incur substantial 
incremental costs.
than CPE taken on a voluntary basis.
From the survey, demographic 
data was collected on personal and 
job related characteristics, as well as 
information on possible CPE rule 
changes. The most significant 
aspects of the responses are dis­
cussed below.
The first section of the question­
naire related to three personal 
characteristics, employment status, 
age, and experience, shown in 
Exhibit 1. The second section of the 
questionnaire asked about three job 
related characteristics, field of 
employment, firm size if in public 
accounting, and area of specializa­
tion, shown in Exhibit 2.
Continuing Professional 
Education Efforts
Respondents answered several 
questions relating to their CPE 
efforts. First, they were asked to 
estimate their average annual 
nonreimbursed costs for continuing 
education. The average expenditure 
was $152 which included 388 respon­
dents (76.8%) who indicated that 
their nonreimbursed costs were 
zero. The 117 who had nonreim­
bursed costs averaged $658 per year. 
This result is consistent with the 
responses to the question “How are 
you currently financing the costs of 
CPE?” Exhibit 3 reports the re­
sponses to that question.
Interestingly, only five percent of 
the respondents are employed by 
firms which do not pay for any cost 
associated with CPE. For those 
engaged in public practice, 84% of the 
respondents noted that their firms 
paid all costs of CPE while another 
7.4% indicated that their firms paid 
most or some of these costs. Over 
50% of those not employed in public 
accounting had their CPE costs paid 
by their firms and another 33.5% had 
most or some of those costs paid by 
their firm.




























*The “Other” category included tax law,
financial analysis and planning, administration, 
consultation, and sales management.
indicate the average number of hours 
of approved CPE credit that they 
reported for the last three years. The 
average number of hours was 47.8 
and the median was 43.0. Addition­
ally, the sixteen respondents not 
subject to CPE requirements but 
who voluntarily participated in CPE 
activities, indicated they averaged 
35.3 hours per year for the last three 
years. The median number of hours 
per year was 40 for this group.
Finally, the sample group was 
asked how they typically met CPE 
requirements. These results are 
presented in Exhibit 4.
The numbers do not sum to 514 or 
100% because most of the respon­
dents used multiple methods. The 
AICPA and/or State Society Pro­
grams were the most widely utilized 
method of meeting the continuing 
education requirements. Firm 
sponsored, in-house programs were 
second. In the “Other” category,
Exhibit 3
Financing of CPE Costs
Firm pays all costs of CPE.......383
Firm pays most costs of CPE.....42
Firm pays some costs of CPE ....36
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Exhibit 4
Activities Used to Meet 
CPE Requirements
College Course Work............... 33
Self-Study Courses....................114






respondents included teaching 
college courses, presenting semi­
nars, writing articles, and giving 
lectures.
Questions on the Proposed 
Adoption of Uniform 
Mandatory CPE 
Requirements
The next section of the question­
naire asked the sample of CPAs six 
hypothetical questions relating to the 
adoption of uniform mandatory 
continuing professional education 
requirements. The first three 
questions focused on the impact of 
adoption on the respondent while the 
last three questions were firm­
specific.
The first question dealt with how 
the new AICPA CPE rules would 
affect the respondents’ nonreim­
bursed costs of CPE if his/her state 
adopted the new rules. Exhibit 5 
displays the answers to that question.
Seventy-eight percent of the 
respondents feel that adoption of the 
new rules would have no effect on 
CPE costs. This result is consistent 
with the data from Exhibit 3 indicat­
ing most respondents’ firms paid all 
CPE costs. Eighty-four percent of 
those in public accounting and 69.1% 
in non-public accounting agreed that 
if their state adopted the AICPA’s 
new rules there would be no in­
crease in personal cost. Another 9.9% 




No increase in personal cost ....403
Small increase in personal cost .31 
Moderate increase in
personal cost........................... 29
Large increase in personal cost .20
No response............................. 31
514
there would be some increase and 
9.2% felt that a moderate increase in 
cost would occur. This finding does 
not support the contention that non- 
public accountants will suffer a 
disproportionate amount of the costs 
of CPE relative to those engaged in 
public accounting.
Four hundred and thirty (83.7%) of 
those responding were members of 
the AICPA. They were asked if, 
because of the adoption of the new 
rules, they would consider dropping 
their membership. Of the four 
hundred and thirty respondents, 
87.4% stated they would not drop 
their membership in the Institute. 
Only 6.5% indicated that they would 
drop their membership while 6.1%
Exhibit 6
Effect on Firm’s Cost - 
All Respondents 
No increase in firm’s cost...................................276
Small increase in firm’ cost................................ 105
Moderate increase in firm’s cost.........................63
Large increase in firm’s cost................................20
No response........................................................ 50
514
Effect on Firm’s Cost
No increase in firm’s cost...................................210
Small increase in firm’ cost..................................64
Moderate increase in firm’s cost.........................41
Large increase in firm’s cost............................. 16
331
were undecided. For those AICPA 
members employed in public ac­
counting (314), 90.4% indicated they 
would not drop their memberships, 
5.1% said they would, and 4.5% were 
undecided. Of those in non-public 
accounting positions (116), 10.3% 
stated they would drop their mem­
berships, 79.4% would not, and 10.3% 
were undecided.
The next question was addressed 
to those primarily engaged in 
accounting practices not requiring a 
CPA license. These individuals were 
asked if they were considering 
dropping the CPA designation due to 
increased personal nonreimbursed 
costs of CPE. The question was 
applicable to 220 of the respondents. 
Apparently they felt that the benefit 
of having the designation out­
weighed the cost, since 81.8% 
indicated they would not drop the 
designation. Thirty, or 13.6%, indi­
cated they would drop their designa­
tion, and 4.6% were undecided. 
Response distributions to this 
question for public and non-public 
accountants were nearly identical.
The remaining three questions 
asked about the effect of adoption of 
uniform mandatory CPE on costs to 
the firm. Exhibit 6 shows the re­
sponses to the question, “If your firm 
bears any or all of the costs of CPE, 
to what extent do you believe your 
employer’s costs would rise due to 
the new requirements?”
A majority feels that there would 
be no increase in the cost of CPE due 
to the new rules. This may be 
because each of the states surveyed 
have either an 80 hour over two-year 
requirement or a requirement of 120
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Exhibit 7
Ability to Pass On Added Costs to 
Clients and/or Customers
Firm can pass on all costs.................62
Firm can pass on most costs.............44
Firm can pass on some costs............96
Firm cannot pass on any costs........ 115
Not applicable, costs to firm 
will not increase........................ 164
No response...................................... 33
514
Ability to Pass on Added Costs to Clients and/or Customers
Firm can pass on all costs......  
Firm can pass on most costs... 
Firm can pass on some costs .. 
Firm cannot pass on any costs 









The last question was stated as, 
“Some accounting services do not 
require a CPA designation. To what 
extent do you believe that increased 
costs for CPE would be disadvanta­
geous to your firm relative to those 
firms not subject to CPE require­
ments?” Of those who indicated that 
the question was applicable (359), 
over 63% felt there was no disadvan­
tage. These individuals must feel the 
CPA designation more than out­
weighs any additional incremental 
costs. However, the other 36% felt 
that some disadvantage would be 
caused by increased CPE costs. 
Exhibit 8 shows the responses to that 
question. Public and non-public 
responses to this question were 
similarly distributed.
How this perceived disadvantage 
impacts competition among those 
offering accounting services is 
certainly a concern. One respondent 
indicated that the additional cost of 
CPE along with the cost of an 
individual license, firm license, 
AICPA and state society dues, and 
liability insurance was enough to 
make non-CPA firms overly competi­
tive, as he put it, to the detriment of 
the public. The inability to pass on 
incremental costs associated with 
CPE and the effect of these costs on 
the marketing of accounting services
hours over a three-year period. On 
average then, many firms currently 
bear the equivalent cost. However, 
over 46% believe the new rules will 
result in some increase in the costs 
associated with continuing educa­
tion.
Exhibit 6 also displays the answers 
to that question grouped by those 
employed in public accounting and 
non-public accounting. The respon­
dents are those individuals who have 
their CPE costs paid by their firms. 
For those not employed in public 
accounting, 50.4% believed that costs 
will increase as opposed to 36.6% in 
public practice.
If there is a perception of increases 
in CPE costs, a logical question is, 
"To what extent can these added 
costs be passed on from the em­
ployer to clients and/or customers.” 
The answers to this question are 
arrayed in Exhibit 7.
The question was applicable to 317 
of the sample group. Of this total, 
36.3% (115) felt that none of the 
additional costs of CPE could be 
passed on to clients and/or custom­
ers. Additionally, another 44.2% from 
this group believed most or some of 
the costs could be passed on.
Exhibit 7 also presents the distri­
bution of responses arranged by 
public and non-public classifications. 
The table reveals that there is dis­
agreement between the two groups 
as to whether additional CPE costs 
can be passed on. More of those in 
non-public accounting positions felt 
that the firm cannot pass on any of 
these costs. In fact, for those answer­
ing the question in non-public 
accounting, 58% believe that no costs 
can be passed on versus 27% in 
public accounting. If some or all of 
these costs have to be absorbed by 
the firm, what reduction in other 
costs or service quality will have to 
be made to maintain profitability?
Exhibit 8
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Where is it written that women's shoes 
should hurt?
Women must now demand style with 
substance, fashion that follows function.
Shoes that work.
Yes, women have made progress, but it is 
not enough simply to stuff a shoe with sneaker 
parts. That might make a shoe feel comfy on 
your foot, but it has very little to do with walking.
Rockport responds with The Walking Pump.™ 
A shoe that makes walking make sense.
No small wonder: hidden within are 
seventeen different technologies that support, 
stabilize, comfort, energize and unify the 
biomechanics of walking.
Rockport® shoes enhance your own naturally 
fluid walking motion.
Rockports help your feet help your body.
Rockports walk with you, not against you.
Rockports create energy rather than sap it.
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may very well have a negative impact 
on state movements in adopting the 
AICPA’s CPE requirements.
Conclusion
From its first sponsored voluntary 
continuing education program in 
1954 until its 1971 resolution urging 
statewide adoption of CPE require­
ments, the AICPA has been at the 
forefront in recognizing the impor­
tance of CPE (Schlosser, et al., 1987, 
p. 242, 245). The 1971 resolution 
emphasized the importance of 
uniform CPE requirements and 
recommended that states adopt and 
use the guidelines contained in the 
AICPA report. Although 48 of the 54 
CPA licensing jurisdictions have CPE 
requirements, the response to 
uniformity has been less than 
enthusiastic. The adoption of manda­
tory CPE requirements by the 
Institute is an important step in that 
direction. Whether the states will 
accept the AICPA guidelines is 
another question.
This study partially addresses that 
question by examining some of the 
obstacles to uniform CPE require­
ment adoption. Specifically, a sample 
of CPAs was asked to assess the 
impact of mandatory CPE on them­
selves and their respective firms. 
Since the sample came from a 
population with employees of many 
small firms, the authors assumed 
they would be severely affected 
financially because of increased CPE 
costs. Additionally, those in non­
public accounting would be exces­
sively burdened because of nonreim­
bursed CPE costs. The evidence 
does not support either of these 
expectations.
Further, for those who are mem­
bers of the AICPA, adoption of the 
new rules does not seem to pose any 
significant problems. For those 
engaged in providing accounting 
practices not requiring a CPA license, 
increased nonreimbursed CPE costs 
are not a consideration in retaining 
or dropping that designation.
Over 40% of the respondents 
believe that adoption of the AICPA 
guidelines will increase their firm or 
employer’s cost. However, public and 
non-public accountants are divided as 
to whether these costs can be passed 
on to clients and/or customers. 
Finally, the group believes that the 
CPA designation is well worth the 
additional cost of CPE, and is not a 
competitive disadvantage relative to 
those firms providing similar serv­
ices and not subject to CPE require­
ments.
The results suggest that, for this 
group, the adoption of the AICPA’s 
continuing professional education 
requirements does not present the 
obstacles suggested by the literature. 
As the expectations of the users of 
CPA services rise, a greater degree 
of accountability is demanded. 
Perhaps the time for establishing 
uniform CPE requirements has 
finally arrived.
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has accounting faculty 
Openings, effective August 
1991, in its accredited AACSB 
undergraduate and master pro­
grams. Salary and rank are open, 
commensurate with academic 
preparation and professional expe­
rience. For tenure-track positions, 
applicants must hold a doctoral 
degree with specialization in 
accounting, or ABD with expecta­
tion of completion within the first 
semester of appointment. Candi­
dates must complete all degree re­
quirements by February 1, 1993 
for continuation of appointment. 
Professional experience, a current 
record of scholarly activity and/or 
certification are desireable. 
Primary emphasis is on teaching 
effectiveness; scholarly research 
and publication are required. 
Visiting Professors must hold a 
doctoral degree with specialization 
in accounting and have extensive 
academic experience with a 
current record of scholarly activity 
or extensive professional experi­
ence. Send application letter and 
resume to Eugene Sauls, Chair, 
Department of Accountancy, 
School of Business Administration, 
California State University, 
Sacramento, CA 94819-2694. The 
Department will begin to review 
applications on September 28, 
1990 until each position is filled. 
The closing date for applications is 
March 1, 1991. CSU, Sacramento 
is an affirmative action/equal 
opportunity employer and has a 
strong institutional commitment to 
the principle of diversity in all 
areas. In that spirit, we are particu­
larly interested in receiving appli­
cations from a broad spectrum of 
qualified people, especially 
women, underrepresented ethnic 
minorities, disabled individuals, 
and Vietnam-era Veterans. Only 
those individuals who are lawfully 
authorized to accept employment 
in the United States may be hired.
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Continuing Professional 
Education for CPAs Not in 
Public Practice
Effect on the Profession
Kathleen E. Sinning and Hans J. Dykxhoorn
Introduction
In response to continued criticism of the public ac­
counting profession, the AICPA has made a renewed 
effort to improve the image and quality of services 
provided by its members. On January 12, 1988, the AICPA 
adopted a new Code of Professional Conduct and Bylaws. 
Included in the bylaws was a continuing professional 
education requirement for AICPA members not in public 
practice. This provision, effective in the 1990 calendar 
year, requires AICPA members not in public practice and 
not retired to complete 60 hours of CPE over a three-year 
period with a minimum of ten hours in any given year. In 
1993, the CPE requirement will increase to 90 hours over 
three years with a minimum of 15 hours in each year. This 
requirement will be deemed fulfilled if a member com­
plies with a state licensing or state society membership 
CPE requirement “provided such a requirement is for an 
average of thirty hours per year, at a minimum, and 
provided the member submits a statement of compliance 
with such a requirement showing completion of at least 
ten hours each year.” [AICPA, 1988]
The purpose of this paper is to report the results of a 
study designed to determine (1) how this recently 
enacted continuing professional education (CPE) require­
ment for CPAs not in public practice might affect future 
membership in the American Institute of Certified Public 
Accountants (AICPA) and (2) if practicing and non­
practicing members of the AICPA view CPE for non­
practicing members differently.
The new CPE provision is the result of a referendum 
which included proposals to adopt a membership require­
ment of continuing professional education for members in 
public practice and a requirement of CPE for members 
not in public practice. Seventy percent of all AICPA 
members voted on the proposals in late 1987. Of those 
members who cast their ballots, 90% voted in favor of 
adopting the CPE requirement for members in practice 
and 74% voted in favor of adopting the CPE requirement 
for members not in practice [CPA Letter, 1988].
The AICPA’s new CPE requirement will not result in a
A significant loss in membership 
of the AICPA could reduce the 
Institute's influence and the 
profession's lobbying power in the 
fight to maintain self-regulation.
major new commitment of time or effort for most mem­
bers in public practice since 48 states have already 
instituted a CPE requirement for practicing CPAs. Only a 
few states, however, require continuing professional 
education for non-practicing members. Therefore, mem­
bers not in practice may be facing a considerable new 
investment of time and funds in CPE. Since 48.5% of all 
AICPA members are not in public practice [AICPA, 1984], 
a question arises about whether this new rule will have an 
adverse effect on the size and growth of the AICPA 
membership.
The public accounting profession is under mounting 
threat of government regulation. A significant loss in 
membership of the AICPA could reduce the Institute’s 
influence and the profession’s lobbying power in the fight 
to maintain self-regulation. A loss of membership could 
also put a financial burden on the AICPA if the current 
level of services is to be maintained. Therefore, one of the 
objectives of this study was to determine how the new 
CPE requirement might affect future membership in the 
Institute.
The questionnaire solicited background information 
from the respondents and included questions concerning 
whether they were in public practice, the extent of 
continuing professional education courses taken in the 
past, and reimbursement of CPE course fees. Respon­
dents who indicated they were not in public practice were 
asked the likelihood of dropping their AICPA member­
ship as the result of the adoption of the CPE requirement.
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Table 1
Differences in Perceptions of CPAs in Public Practice and 
CPAs Not in Public Practice About the Adoption of a 
CPE Requirement for Non-Practicing CPAs
Non-practicing CPAs should be required to take CPE 
to be members of the AICPA
CPAs in Public Practice
1. Strongly agree, 
agree, mildly agree.
2. Not sure.






Respondents who indicated 
they were not in public 
practice were asked the 
likelihood of dropping their 
AICPA membership as the 
result of the adoption of the 
CPE requirement.
**Differences in responses were significant at the 0.05 level using the Chi square test.
CPAs not in Public Practice
1. Strongly agree, 
agree, mildly agree. 58.6%
2. Not sure. 3.4%
3. Mildly disagree, disagree, 37.9% 
strongly disagree. 100.0%
Table 2
Probability of CPAs Not in Public Practice 
Dropping AICPA Membership Because of the CPE Requirement
%








The questionnaire also included a 
number of statements relating to the 
CPE requirement for members not in 
public practice. The respondents 
were asked to indicate to what extent 
they agreed or disagreed with each 
of the statements using a scale of “1” 
(strongly agree) to “7” (strongly 
disagree). When the results were 
compiled, a Chi Square test was used 
to determine if differences in the 
responses of members in public 
practice and members not in public 
practice were so great that the hy­
pothesis of no differences between 
the two groups should be rejected.
Survey Results
As shown in Table 1, 77.8% of 
members in public practice and 58.6% 
of members not in public practice 
favored requiring CPE for non­
practicing members. Overall, 68.4% 
of the respondents (121) were in 
favor of the CPE requirement for 
CPAs not in public practice. This was 
less than the 74% of voting AICPA 
members who favored the proposal.
As indicated in Table 2, when non­
practicing CPAs were asked the 
likelihood of their dropping their 
AICPA membership if the proposal 
were adopted, only 48.8% indicated it 
would not be at all probable for them 
to drop AICPA membership because 
of the CPE requirement. Over 27% of 
the respondents indicated it was 
probable, very probable, or definite 
that they would drop membership 
due to the CPE requirement, and 
23.3% thought it was somewhat 
probable they would drop AICPA 
membership. Thus, it seems that the 
AICPA could face a significant loss in 
membership of non-practicing CPAs 
once the CPE requirement takes 
effect.
Although it is impossible to predict 
how many members will actually
11/The Woman CPA, Fall, 1990
Table 3
Effect of Potential Membership Loss on Perceptions 
of a CPE Requirement for Non-Practicing CPAs
The proposed 30 hours per year of CPE for non-practicing CPAs should be 
adopted even if it results in an AICPA membership drop of:
CPAs in  Public Practice CPAs not in Public Practice
Membership 1* 2* 3* 1* 2* 3* Significant
Drop % % % % % % Differences
10% drop 74.0 7.8 18.2 56.8 9.5 33.8
20% drop 73.8 8.8 17.5 47.4 11.8 40.8 **
30% drop 63.2 17.1 19.7 29.3 16.0 54.7 **
40% drop 44.0 28.0 28.0 21.6 13.5 64.9 **
50% drop 42.7 26.8 30.5 23.4 7.8 68.8 * *
*Actual responses fell into several categories and are collapsed into three categories in this 
table as follows:
1. Strongly agree, agree, mildly agree.
2. Not sure.
3. Mildly disagree, disagree, strongly disagree.
**Differences in responses were significant at the 0.05 level using the Chi square test.
drop their membership as a result of 
the new provision, an estimate can be 
made using the following assump­
tions:
• 20% will drop who indicated “some­
what probable”
• 50% will drop who indicated “prob­
able”
• 75% will drop who indicated “very 
probable”
• 100% will drop who indicated “defi­
nitely drop.”
Using these assumptions, it is 
estimated that approximately 25% of 
the members not in public practice 
may drop their AICPA membership. 
Considering that 48.5% of all AICPA 
members are non-practicing CPAs, 
there could be a drop in total mem­
bership of 11.9% or approximately 
31,000 members.
Over 60% of the NPPM indicated 
that they were fully reimbursed for 
CPE courses while 5.8% received 
partial reimbursement and 33.7% 
were not reimbursed at all. To test 
whether or not reimbursement for 
CPE courses affected the non­
practicing members’ assessment of 
their probability of dropping AICPA 
membership, the responses of those 
who were 100% reimbursed and 
those who were not reimbursed were 
compared. No statistically significant 
differences were found in the 
responses. Therefore, it appears that 
the cost of continuing professional 
education did not affect the respon­
dents’ perceptions of whether or not 
they would drop their AICPA mem­
bership.
To determine whether a potential 
drop in AICPA membership would 
affect views of the CPE requirement, 
respondents were asked to consider 
various reductions in the Institute’s 
total membership. As shown in Table 
3, a hypothetical 10% reduction in 
membership did not significantly 
change the respondents’ views about 
whether the CPE requirement 
should be adopted. Seventy-four 
percent of PPM and 56.8% of NPPM 
still agreed that there should be a 
CPE requirement even if it resulted 
in a 10% drop in AICPA membership. 
Therefore, it appears that both 
members in and out of public 
practice are willing to accept a 10% 
drop in membership as a result of the 
new requirement.
A much higher percentage of PPM 
Table 4
Comparison of Responses of CPAs in Public Practice with 
Responses of CPAs not in Public Practice Concerning the 
Extent of CPE for AICPA Members not in Public Practice
CPAs in Public Practice CPAs not in Public Practice
1* 2* 3* 1* 2* 3* Significant
% % % % % % Differences
1. The non-practicing CPA’s CPE requirements 
should be the same as for practicing CPAs
52.3 8.9 38.9 28.7 3.4 67.8 **
2. The proposed 30 hours of CPA for non­
practicing CPAs per year is the right amount
44.4 21.1 34.4 39.1 17.2 43.7
3. The CPE requirements for non-practicing 
CPAs should cover only accounting related 
studies
27.8 16.7 55.6 16.3 11.6 72.1
4. The CPE requirements for non-practicing 77.8 8.9 13.3 90.7
CPAs should allow for studies in the field in
which the non-practicing CPA is now working
*Actual responses fell into several categories and are collapsed into three categories in this table as follows:
1. Strongly agree, agree, mildly agree.
2. Not sure.
3. Mildly disagree, disagree, strongly disagree.
“Differences in responses were significant at the 0.05 level using the Chi square test.
1.2 8.1 **
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than NPPM agreed with requiring 
CPE regardless of the effect that it 
might have on AICPA membership. 
A majority of members in public 
practice disagreed with the require­
ment only when it would reduce 
membership by 40% or more. Mem­
bers not in public practice disagreed 
with requiring CPE if it resulted in a 
drop of membership of 20% or more.
When the respondents were asked 
if the CPE requirements should be 
the same for NPPM and PPM, 52.3% 
of the members in public practice 
indicated that the requirements 
should be the same while only 28.7% 
of the members not in public practice 
believed that they should be the 
same.
As shown in Table 4, only 44.4% of 
PPM and 39.1% of NPPM agreed that 
30 hours of CPE was the right 
amount for members not in public 
practice. When respondents were 
asked to indicate whether the CPE 
requirement should permit only 
accounting-related studies, a majority 
of both PPM (55.6%) and NPPM 
(72.1%) indicated that it should not 
require only accounting-related 
courses.
A majority of both groups favored 
permitting non-practicing members 
to complete CPE in their current 
field of employment. Over 77% of the 
PPM and 90.7% of the NPPM were in 
favor of CPE in the member’s field of 
employment.
Conclusions
The results of this survey indicate 
that the establishment of a CPE 
requirement will cause non-practic­
ing members to reexamine the value 
of their membership. The new 
continuing professional education 
requirement for non-practicing CPAs 
could result in a significant loss of 
members who are not in public 
practice, perhaps as many as 31,000 
of them.
Time may be a factor in the 
decision to drop AICPA membership. 
Nearly 59% of the respondents will 
have to either begin taking CPE or 
increase the number of hours of CPE 
that they currently complete. The 
results suggest, however, that 
reimbursement of CPE course fees is 
not a statistically significant factor 
concerning the likelihood of drop­
ping AICPA membership. The
The results of this survey 
indicate that the 
establishment of a CPE 
requirement will cause 
non-practicing members to 
reexamine the value of 
their membership.
results also show that 90.7% of the 
non-practicing members favor 
permitting members to complete 
CPE in their current field of employ­
ment.
The AICPA should be aware when 
planning the future direction of the 
continuing education program that it 
has two separate constituencies to 
consider. The results of the study 
indicate that the views of the PPM 
and NPPM concerning CPE for non­
practicing members are significantly 
different. Members in public practice 
believe that the CPE requirements 
should be the same for them and 
members not in public practice. 
Members not in public practice 
disagree.
Most practicing members are 
apparently not concerned that the 
CPE requirement could result in a 
significant reduction in membership, 
a reduction that would come exclu­
sively from CPAs not in public 
practice. Over 63% of the members in 
practice would still favor CPE for 
non-practicing members even if it 
resulted in a 30% drop in AICPA 
membership. A majority of members 
not in public practice disagreed with 
the requirement if it resulted in a 
drop in membership of 20% or more.
Those who seek strength in 
numbers and want to retain non­
practicing CPAs as members of the 
Institute may suggest that the AICPA 
take steps to lessen the expected 
drop in membership by providing 
more services designed specifically 
for members not in public practice. 
Many members not in public practice 
believe that AICPA activities are 
geared toward members in public 
practice. In a recent AICPA survey, 
industry members suggested a 
number of services that the AICPA 
could provide for them including 
“more industry-related articles in the 
Journal of Accountancy, a national job 
exchange, more technical education 
courses for industry members, and 
publications that would enhance 
their management skills.” [Journal of 
Accountancy, 1988]
The AICPA’s Industry Committee, 
a group which represents the views 
of industry members, has been 
involved in the Institute’s efforts to 
restructure professional standards 
since 1986. If this committee is 
successful in advocating other types 
of services attractive to members not 
in public practice, it may tend to 
reduce the expected drop in mem­
bership.
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Improving 
Professional Quality
AICPA. The new code 
is designed to 
provide goals for pro­
fessionals to strive to
Three Proposals
By Penne Ainsworth
Improving the quality of 
audits and other work 
undertaken by certified 
public accountants 
(CPAs) is certainly not a 
new idea. However, in 
these times of increased 
threat of more govern­
ment regulation, issues 
relating to the quality of 
work done by CPAs 
must be addressed, de­
bated, and acted on. In 
order for the profession 
to remain self-regula­
tory, it is imperative 
that the profession 
strive to employ, retain, and continue to educate qualified 
people. The goals of the profession should be to improve 
professional quality through 1) increased uniformity of 
licensing requirements among the states, and 2) in­
creased quality control measures. This paper will address 
these goals by introducing three proposals. Following a 
brief discussion of the American Institute of Certified 
Public Accountants’ resolutions, this paper will then 
introduce the proposed role of state CPA societies and 
state boards of accountancy in improving audit quality. 
These proposals are designed to enhance and build on the 
resolutions passed by the American Institute of Certified 
Public Accountants (AICPA).
AICPA Resolutions
The AICPA has adopted resolutions designed to 
promote excellence in public accounting. The current 
move by the AICPA is only a first step toward improving 
the quality of work done by professional accountants. The 
resolutions adopted by the AICPA include: 1) replacing 
the Code of Professional Ethics with a Code of Profes­
sional Conduct, 2) restructuring the trial board system, 3) 
increasing continuing education requirements, 4) requir­
ing peer or quality review programs, and 5) increasing 
educational requirements for CPAs entering the profes­
sion after the year 2000.
Goals and Rule Enforcement
The first two resolutions 
deal directly with goals and 
rule enforcement. The 
purpose of the Code of 
Professional Conduct is to 
provide goals for 
guidance of profes­
sional conduct for 
all members of the
attain rather than rules
which delineate minimum performance.
The purpose of restructuring the trial board system is 
to improve coordination, reduce duplication of enforce­
ment procedures, and promote uniformity of findings. 
This move is necessary due to the reluctance of some 
state boards of accountancy to enforce standards of 
conduct aggressively. Only time will tell if the new Code 
and trial board system are sufficient to improve the 
quality of CPA services.
Education
The remaining three resolutions deal directly or 
indirectly with education of CPAs. The first of these 
resolutions increases the continuing professional educa­
tion (CPA) requirement for some members in public 
practice, and for the first time, imposes a CPA require­
ment for members not in public practice. Presently, many 
states have CPE requirements which exceed the require­
ments of the AICPA.
The second of these resolutions requires that firms in 
public practice be enrolled in an approved practice­
monitoring program. The AICPA intends to establish and 
conduct these practice-monitoring requirements in 
cooperation with state societies. The third of the educa­
tional resolutions requires the completion of 150 hours of 
education from an accredited college or university, 
including a bachelor’s degree, for all persons applying for
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membership in the AICPA after the 
year 2000. Eight states have already 
moved to implement the 150-hour 
requirement and many more are in 
the discussion stage. The purpose of 
this last resolution is to ensure that 
new members of the profession have 
the necessary academic education to 
succeed in the complex business en­
vironment. The purpose of the three 
educational resolutions, taken as a 
whole, is to ensure that members of 
the AICPA have, and continue to 
receive, sufficient education to be 
competent professionals.
Three Proposals
The resolutions adopted by the 
AICPA are an excellent beginning in 
an effort to improve accounting 
practice. However, these resolutions 
fall short because they apply only to 
members of the AICPA. Not all ac­
countants are members of the AICPA 
and some of these professionals may 
be performing “substandard” work. 
To meet the goals of increased 
uniformity and increased quality 
control, the three proposals are 
offered. The proposals concern 
continuing education for accountants 
who are not members of the AICPA, 
initial licensing requirements, and a 
program of license renewal. The first 
two proposals are designed to meet 
the goal of increased uniformity 
among states, and the last proposal is 
designed to increase quality control.
Continuing Professional Education
First, the AICPA should urge state 
CPA societies and state boards of 
accountancy to require a minimum 
amount of CPA credit for each 
licensed CPA in the state. Currently, 
each state sets its own rules govern­
ing CPA and this results in an 
inequity across the states and 
perhaps a perception by the public 
that CPE is not taken seriously in 
some states. CPE requirements vary 
among states. While most states 
require an average of 40 hours of 
CPE per year, four states have no 
CPE requirement and seven addi­
tional states require fewer than 40 
hours per year. If the states and the 
AICPA work together to set mini­
mum standards, continuing educa­
tion will be more uniform throughout 
the United States. Although uniform­
ity does not ensure improved quality,
While most states require 
an average of 40 hours of 
CPE per year, four states 
have no CPE requirement 
and seven additional 
states require fewer than 
40 hours per year.
a move by the states to set minimum 
standards of practice will help raise 
the standards in states where few, if 
any, standards criteria exist. The 
National Association of State Boards 
of Accountancy (NASBA) supports a 
more uniform approach to CPE and 
mandatory CPE as a condition for 
renewal of permits to practice. In 
addition, a provision for recognition 
of CPE requirements in other states 
is favored by NASBA to lessen the 
burdens on professionals who 
practice in several states. This should 
improve the quality of work done by 
all CPAs, not just the members of the 
AICPA.
Initial Licensing Requirements
Secondly, the AICPA should 
support uniform licensing require­
ments throughout the United States. 
While all states presently require 
prospective CPAs to pass the nation­
ally administered Uniform Certified 
Public Accountant Examination to 
become CPAs, the states have varied 
requirements concerning profes­
sional practical experience and 
additional testing on ethics. For 
example, some states reduce the 
practical experience requirement for 
persons possessing a master’s 
degree while other states do not. 
Five states require only a high school 
education plus experience in order to 
practice accounting as a licensed 
professional. Five states have no 
experience requirement and twenty 
states reduce the experience require-
A license renewal program 
would help promote 
continuing high standards 
for professional accountants 
both in and out of 
public practice. 
ment if an advanced college degree 
is obtained. Fourteen states require 
no formal ethics program participa­
tion and/or testing. Clearly, one 
cannot generalize about the mini­
mum requirements to become a 
CPA. In addition, there are seven 
other classes of licensed accountants 
used by one or more of 15 states. 
These factors, when taken together, 
may give the lay public the impres­
sion that CPAs in some states are 
more qualified to practice than are 
CPAs in other states. The elimination 
of these inconsistencies among 
states would guarantee that all 
practicing, licensed CPAs have the 
same minimum qualifications. State 
CPA societies working with the state 
boards of accountancy and the 
AICPA can accomplish this task.
One of the fundamental principles 
of the Model Public Accountancy Bill 
of the NASBA is the desirability of 
uniformity among states in the areas 
of education and experience require­
ments for initial licensing. The 
NASBA supports an experience 
requirement for initial licensing and 
as means of providing for reciprocal 
recognition of licenses of other 
states.
License Renewal
Finally, a program of license 
renewal should be implemented. At 
the present time no such system 
exists, but times are changing and 
the profession must be willing to 
change also. As Charles Kaiser, Jr., 
vice-chairman of the AICPA’s board 
of directors, states, “It’s important 
that the accounting profession 
always strive to be better.”1 A license 
renewal program would help pro­
mote continuing high standards for 
professional accountants both in and 
out of public practice. In addition, a 
license renewal program will help fill 
any quality control gaps not ad­
dressed by CPE or other quality 
review programs. A program of 
license renewal via national examina­
tion will aid in the uniformity of 
license requirements, and thus, 
reciprocity of licenses, across states. 
Most importantly, a license renewal 
program should apply to all licensed 
accountants, not just members of the
1“The Mandatory SECPS Membership Vote”, 
(an interview with Charles Kaiser, Jr.), Journal 
of Accountancy, August 1989, p. 40.
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AICPA. A license renewal program 
could be established as the following 
scenario describes.
Every four years, any person 
holding a CPA license would apply 
for license renewal. If the person had 
not been cited for any violations of 
the quality review programs dis­
cussed previously, the person would 
be admitted to testing. If the person 
had been cited for quality review 
violations, the examination could not 
be taken until the penalties for 
violation had been met. Once the 
penalty had been cleared, the person 
would be admitted for testing.
The renewal examination would be 
self-administered as is presently the 
case of the ethics examinations. 
Thus, each license renewal candidate 
would receive from his/her state 
board of accountancy an examination 
book and exam. The examination 
would cover all the areas covered by 
the CPA examination, although not 
in as much detail. The objective of 
the examination would be to instill in 
CPAs the awareness of the need to 
keep abreast of developments and 
changes which concern the profes­
sion. The purpose would not be to 
deny licenses to qualified people.
In the event that the license 
renewal candidate failed to pass the 
license renewal test, completion of a 
mandatory review session would be 
required before the exam could be 
retaken. This mandatory review 
session would not count toward CPE 
credit. Should the license renewal 
candidate’s license expire during this 
period, he/she would not be allowed 
to practice public accounting until 
the situation was rectified.
The license renewal examination 
would be a national examination that 
would be offered once a year. In 
addition, the exam could be ex­
panded to enable states to issue 
specialists’ licenses. Thus, the 
candidate for license renewal could 
take an additional exam (or exams) 
to obtain a specialist’s license.
Summary Comments
The benefits of these alternatives 
are threefold. Benefits accrue to the 
the professional as an individual, to 
the profession as a whole, and to 
society in general.
The benefits to the individual of 
eliminating the diversity of require­
ments of continuing education and 
initial licensing among the states 
arise from two sources. First, 
eliminating diversity among states 
will afford professionals greater 
mobility throughout their careers - 
an increasingly important considera­
tion. Second, by requiring continuing 
education for all licensed account­
ants, nonmembers of the AICPA will 
receive continuing education that 
they may not currently be obtaining 
and which is vital in a constantly 
changing business environment.
The benefits of license renewal in 
addition to CPE accrue through 
increased awareness of recently 
emerged (or emerging) accounting 
issues. An individual, whether a 
member of the AICPA or not, when 
choosing which CPE classes to 
attend in a given time period is 
forced by circumstances to choose 
courses based on location and time, 
as well as content. Thus, the individ­
ual may not be receiving the broad 
base of continuing education that is 
required in a complex business 
environment. The license renewal 
examination, being broader based, 
would force the individual to address 
issues which may not have been 
covered in CPE courses attended. 
Therefore, the individual is exposed 
to a wider variety of issues than 
those encountered through CPE 
classes.
The profession benefits through 
improving the quality of all licensed 
accountants and by sending a signal 
to the public that accountants are 
concerned about professional 
expertise and quality work. The 
costs of requiring CPE for all ac­
countants is outweighed by the 
benefits derived from quality work. 
Eliminating diverse requirements 
throughout the United States in­
creases the strength of the profes­
sion as a unified body. In addition, 
licence renewal is a way to tell the 
public that only quality people are 
allowed to obtain and keep a CPA 
license. The costs associated with 
license renewal would not be as high 
as the costs of the loss of public 
confidence in the profession. The 
benefits to be derived by license 
renewal are immeasurable.
Finally, society in general benefits 
through a united accounting profes­
sion which is dedicated to quality 
work. The public confidence in the 
profession would be restored with 
the knowledge that the profession 
takes quality control and continuing 
education seriously. In the ever 
changing complex business world of 
today, this confidence is vital if the 
profession is to remain strong and 
self-regulated.
Penne Ainsworth, CPA, Ph.D. is an 
Assistant Professor of Accounting at 
Kansas State University. She is a member 
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growth—no matter what market conditions prevail. Our energetic management group 
enables you to broaden your experience and find new professional challenges by 
providing opportunities to move into different areas of the Company, 
or into one of our subsidiaries.
Currently, several openings exist at our Comptroller’s Headquarters Office in South 
Plainfield. NJ and our Prudential-Bache subsidiary in New York City.
AUDIT MANAGERS
To qualify, you must have at least six years financial services audit experience, 
either in a public or private environment.
  AUDIT SENIORS
A minimum of three years financial services audit background, either in a 
public or private environment, is required.
This is an opportunity for highly motivated individuals to excel. You will be able to 
initiate risk assessment, plan and execute audits, and develop staff. The diverse areas 
to be audited include capital markets, public and private investments, real estate, 
residential and commercial mortgages, retail brokerage, insurance and re-insurance.
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Above the Competition. 
Beyond Your Expectations.
Recent Changes in 
the AICPA Code
What They Mean for CPAs and Clients
By S. Douglas Beets and Dale R. Martin
In the past two years, several changes have been made 
in the Code of Professional Conduct of the American 
Institute of Certified Public Accountants (AICPA). These 
revisions are partially due to the influence of the Federal 
Trade Commission (FTC). The FTC maintained that the 
changes would result in greater public benefit through 
increased competition among accounting firms. While the 
revisions may result in more revenue-generating opportu­
nities for public accountants, CPAs may also face forms of 
competition and ethics decisions that they have not 
encountered before.
Rule Changes Resulting from the AICPA 
Referendum
In early 1988, members of the AICPA voted in favor of a 
revision to their ethics code. Two of the resulting rule 
changes are likely to have a significant impact on public 
accounting. First, Rule 201, General Standards, no longer 
addresses the topic of forecasts. Formerly, Rule 201 
specified that a member could not vouch for the achieva­
bility of a forecast. Second, the code no longer discour­
ages members from practicing under a fictitious firm 
name. Revised Rule 505, Form of Practice and Name, 
allows members to practice under a fictitious firm name 
or under a name indicating specialization, provided that 
the name or specialization is not misleading.
Two other Rules of Conduct were deleted from the 
code because of their redundancy. Rule of Conduct 504, 
Incompatible Occupations, was dropped from the code 
because Rule 102, Integrity and Objectivity, already 
required members to avoid such conflicts of interest. Also 
deleted was Rule of Conduct 204, Other Technical Stan­
dards. It was considered unnecessary after Rule 202, 
Compliance With Standards, was revised to include 
standards related to auditing, review, compilation, man­
agement advisory, tax, or other professional services.
Perhaps the most comprehensive difference between 
the former and revised rules is the broadening of their 
applicability. In the past, many of the Rules of Conduct 
applied only to AICPA members in public practice. Most 
of the revised rules, however, apply to all members, 
including those in industry, government, and education.
Two years later, the Commission 
concluded that certain ethics rules were 
in violation of the Federal Trade 
Commission Act because they 
interfered with competition.
Other Revisions and Their Motivation
Much of the motivation for the revisions brought about 
by the AICPA referendum relates to the concerns of the 
FTC. In 1985, the FTC began an investigation into the 
AICPA Code and its effect on public accounting. Two 
years later, the Commission concluded that certain ethics 
rules were in violation of the Federal Trade Commission 
Act because they interfered with competition. The FTC 
suggested that the AICPA alter the code to allow mem­
bers to accept commissions and contingent fees, use 
fictitious names, pay for referrals, and vouch for the 
achievability of forecasts [Journal of Accountancy, Sep­
tember 1987].
The revised code that resulted from the 1988 referen­
dum brought about the requested rule changes concern­
ing fictitious names and forecasts. No revisions were 
made, however, in the rules regarding referrals, commis­
sions, and contingent fees. The AICPA intended, at that 
time, to legally defend its right to continue to impose 
these restrictions on its members.
Upon legal advice and consideration of possible litiga­
tion, however, the AICPA Council approved a compromise 
with the FTC in August 1988. This agreement allows 
commissions and contingent fees but only under certain 
circumstances. First, a CPA may now pay others to 
recommend the CPA’s services as long as potential clients 
are aware of the referral arrangement. Second, the 
agreement allows contingent fee engagements except 
with clients for whom the CPA performs attest services. 
These services are defined by the agreement as audits, 
reviews, compilations that will be used by third parties, or 
examinations of prospective statements. Third, a CPA
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may now accept a commission for 
recommending the goods and 
services of others. This new free­
dom, however, has two limitations: 
(1) a CPA may only accept commis­
sions from businesses for whom the 
CPA performs no attest services, and 
(2) the parties to whom recommen­
dations are made must be informed 
of the commission arrangement [The 
CPA Letter, 1988].
New Freedoms and Their 
Consequences
Since the code revisions have 
resulted in fewer restrictions, many 
formerly-prohibited actions of 
accounting practitioners are now 
allowed. Contingent fee arrange­
ments, for example, are now permit­
ted except with clients for whom the 
CPA performs attest engagements. 
This means that for a non-attest 
engagement, such as tax preparation 
or management advisory services, 
the CPA’s fee may be a function of 
the tax reductions or the client 
benefit realized. Potentially, this 
relaxation of Rule 302 could result in 
greater revenues from new and 
existing clients. Rather than charging 
an hourly rate or a flat fee, practitio­
ners may negotiate a percentage of 
the savings or benefit, an arrange­
ment that lawyers have enjoyed for 
years.
Unfortunately, this rule modifica­
tion may also result in greater 
temptation to artificially or illegally 
inflate savings or benefits to maxi­
mize billings. Before modification of 
Rule 302, fees were essentially based 
on hours of work performed. Conse­
quently, the fee structure of the 
engagement afforded a degree of 
professional impartiality since the 
magnitude of client savings did not 
provide a direct financial benefit for 
he CPA.
In addition, the revision of the 
contingent fee rule may introduce a 
new form of competitive bidding by 
accounting firms. One CPA, for 
example, may offer to design and 
implement improvements to a client’s 
accounts payable system for a flat fee 
plus 20 percent of the estimated cost 
savings. A competing practitioner 
may offer the same services for a flat 
fee plus only 10 percent of the 
savings.
Changes in the rule regarding
Since its revision, Rule 503 
allows CPAs to make 
payments to obtain clients 
as long as the potential 
clients are aware of the 
referral arrangements.
commissions similarly provide the 
potential for significantly higher 
revenues and ethics temptations. 
Since the revision of Rule 503, an 
AICPA member may accept a 
commission for referring a product 
or service of a business for whom the 
CPA performs no attest services. 
The business to whom the recom­
mendation is made, however, must 
be aware of the commission arrange­
ment. A possible problem created by 
this rule modification relates to 
CPAs’ promotion of inferior goods or 
services. If, for example, a CPA 
receives a commission for recom­
mending a certain brand of computer 
software to clients, he or she may be 
tempted to promote that product 
rather than suggest a superior 
alternative. Further, the credibility 
and perceived professionalism of a 
CPA’s opinion may suffer when the 
client realizes that a commission is 
paid for the recommendation.
Accounting firm revenues may 
also increase as a result of the 
relaxation of another restriction 
concerning commissions. Since its 
revision, Rule 503 allows CPAs to 
make payments to obtain clients as 
long as the potential clients are 
aware of the referral arrangements. 
Consequently, CPAs may now pay 
their employees, lawyers, real estate 
agents, insurance agents, current 
clients, and others to refer potential 
clients to them. This change could 
provide a substantial increase in a 
CPA’s client base. Again, however, 
the modification may foster difficult 
ethics decisions. When asked by a 
client for the name of a qualified 
public accountant, a lawyer may be 
tempted to recommend a CPA who is 
willing to pay for the referral, rather 
than suggest the most competent.
The code changes resulting from 
the AICPA referendum may not have 
the same potential for increased 
revenues or ethics problems as the 
revisions regarding commissions and 
contingent fees. As a result of the 
referendum, accounting firms are 
now free to select whatever trade 
name they consider appropriate as 
long as the name is not misleading. A 
firm that specializes in international 
tax planning and preparation, for 
example, may wish to operate under 
the firm name, “International Tax 
Professionals.” Such a choice, 
however, might limit clients’ percep­
tions regarding he scope of the firm’s 
competence.
Last, revised Rule 201, General 
Standards, no longer prohibits 
AICPA members from vouching for 
forecasts’ achievability. Currently, 
however, CPAs are still constrained 
from this activity because of the 
wording of the standard reports 
suggested by the AICPA’s Auditing 
Standards Board in its Statement on 
Standards for Accountants’ Services 
on Prospective Financial Informa­
tion. The standard reports for an 
accountant’s examination or compila­
tion of a forecast include the phrase: 
... there will usually be differences 
between the forecasted and actual 
results, because events and circum­
stances frequently do not occur as 
expected, and those differences may
Use of the standard report 
prevents an AICPA 
member from vouching for 
the achievability of a 
forecast although the 
AICPA Code no longer 
restricts the practice.
be material. As a consequence, use of 
the standard report prevents an 
AICPA member from vouching for 
the achievability of a forecast al­
though the AICPA Code no longer 
restricts the practice.
Since the constraint against 
vouching for a forecast’s achievabil­
ity was one of the restrictions that 
the FTC specifically asked the 
AICPA to repeal, the Institute may 
eventually revise the wording of the 
forecast reports. If such a revision 
does occur, clients may ask CPAs 
who assist in the preparation or 
review of financial forecasts to 
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indicate that forecasted results will 
be achieved. While such a statement 
could bring short-term financial 
rewards and favorable client rela­
tions, a CPA that vouches for a 
forecast’s achievability certainly 
assumes a greater degree of risk and 
increases the potential for litigation.
Current Reaction and 
Opinions of Former Rules
With regard to the changes 
resulting from the AICPA referen­
dum and the Institute’s compromise 
with the FTC, much of he initial 
practitioner reaction has been 
negative. While some public account­
ants may be pleased that new 
freedoms are allowed and new 
sources of revenue have been 
approved, others are opposed to the 
new forms of competition and the 
ethical decisions that they and their 
fellow practitioners now face.
Currently, accounting boards and 
accounting societies in several states 
disagree about the implementation of 
the recent revisions. Practitioners in 
four states (California, Florida, Iowa, 
and Oregon) have successfully 
encouraged their state governments 
to pass laws restricting commissions 
and contingent fees for CPAs. In 
several other states, practitioners are 
rallying to influence their legislatures 
to pass similar regulations.
Insight into reaction to the code 
revisions is provided by a survey of 
CPAs and clients that the authors 
conducted during the debate over 
the changes and the AICPA’s “vote 
excellence” campaign to solicit 
members’ support for the revisions. 
The survey questionnaire presented 
several case situations and indicated
While some public 
accountants may be 
pleased that new freedoms 
are allowed and new 
sources of revenue have 
been approved, others are 
opposed to the new forms 
of competition and the 
ethical decisions that 
they and their fellow 
practitioners now face.
Table I 
Survey Results - Recent Code Revisions
Case Description
Percentage who 
considered the rules 
appropriate
CPAs Clients
1. A CPA agreed to prepare a client’s taxes for a fee that 
would increase as the amount of tax liability decreased 
[violation of former Rule of Conduct 302, Contingent 
Fees]. 97.5 94.4
2. A CPA paid a fee to a lawyer to refer potential tax 
clients to him [violation of former Rule of Conduct 503, 
Commissions]. 91.0 85.4
3. A CPA assisted in the development of a financial 
forecast for a client that he had audited for several years 
and stated that he was confident that the forecast could 
be achieved [violation of former Rule of Conduct 201, 
General Standards]. 88.6 77.5
4. Four AICPA members conducted their partnership 
under the firm name, “Tax Professionals” [violation of 
former Rule of Conduct 505, Form of Practice and 
Name]. 73.4 40.5
whether a hypothetical CPA did or 
did not act in accordance with the 
AICPA Code. The respondents were 
then asked whether they believed 
the code, as it applied to the case 
situation, was appropriate or inappro­
priate.
The questionnaire was mailed to a 
random sample of CPAs in one 
geographical area of the United 
States. Questionnaires were also 
mailed to a random sample of 
accounting firm clients in the same 
area. Of 125 survey questionnaires 
mailed to CPAs, 79 usable question­
naires were returned, yielding a 
response rate of 63.2 percent. Clients 
returned 90 usable questionnaires of 
150 mailed to them, for a response 
rate of 60 percent.
Table One summarizes the 
respondents’ opinions as they relate 
to the recent AICPA Code changes. 
Cases 1 though 4 presented actions 
that were considered code violations 
until the recent modifications. In 
each of these four cases, the majority 
of CPAs indicated their support of 
the former rules that prohibited 
fictitious firm names, contingent 
fees, commissions, and vouching for 
a forecast’s achievability. The latter 
three of these actions were consid­
ered inappropriate by approximately 
90 percent or more of the CPA 
respondents.
A majority of clients similarly 
indicated their beliefs that contingent 
fees, commissions, and vouching for 
a forecast’s achievability should not 
be permitted by the AICPA Code. 
The former restriction, however, on 
fictitious firm names was not consid­
ered appropriate by the majority of 
clients.
In addition to cases related to the 
recent revisions of the AICPA Code, 
three other cases were presented in 
the survey questionnaire that relate 
to ethics rules that were dropped 
from the code in the late 1970’s. As 
summarized in Table 2, these former 
rules restricted (1) encroachment of 
other CPAs’ clients, (2) employment 
offers to other CPAs’ employees, and 
(3) advertising.
Most of the survey respondents 
supported the deletion of these for­
mer rules from the AICPA Code. 
More than 60 percent of the sur­
veyed CPAs believed that such re­
strictions were inappropriate. Clients 
were even less supportive of the for­
mer restrictions; less than 15 percent 
of the client respondents thought 
that ethics rules regarding client 
encroachment, employment offers, 
and advertising were necessary.
20/The Woman CPA, Fall, 1990
Table 2
Survey Results - Earlier Code Revisions
Percentage who 
considered the rules 
appropriate
Case Description CPAs Clients
5. A CPA informed a corporation’s directors that he could 
provide auditing services for a smaller fee than was being 
charged by their current auditor, another CPA [violation 
of former Rule of Conduct 401, Encroachment]. 38.0 13.3
6. A CPA’s full-page newspaper advertisement included 
an explanation of the services offered and the associated 
fees [violation of former Rule of Conduct 502, Solicitation 
and Advertising]. 34.6 11.2
7. A CPA offered a job to an employee of another CPA 
without consulting the current employer [violation of 
former Rule of Conduct 402, Offers of Employment]. 16.5 2.2
Several factors may contribute to 
the difference between the perceived 
appropriateness of rules that were 
recently revised and those modified a 
decade ago. First, practitioners and 
clients may tend to support existing 
rules that they understand and 
consider adequate. Therefore, they 
may initially oppose any threatened 
changes. With the passage of time, 
however, opinions regarding modifi­
cations may change as potential 
benefits are recognized and appreci­
ated.
Second, new accountants and 
clients may not be aware of contro­
versies regarding rules that were 
modified before their education and 
entry into professional careers. 
Recent accounting graduates, for 
example, may not consider advertis­
ing inappropriate because it is 
permitted by the version of the code 
which they learned in college and 
which currently affects the practice 
of accounting. A more experienced 
practitioner, however, might be more 
likely to consider advertising inap­
propriate because it was prohibited 
by the code which governed the 
profession early in the practitioner’s 
career. Consequently, the eventual 
replacement of retiring profession 
members with recent accounting 
graduates may partially explain the 
different reactions to recently- 
revised rules and those modified 
years ago.
Third, in contrast to the first two 
possibilities, many CPAs and clients 
may have genuinely considered the 
code revisions of the 1970s neces­
sary and recent changes unneces­
sary. Client encroachment, employ­
ment offers, and advertising may 
have been acceptable to many CPAs 
and clients regardless of the position 
of the AICPA. Correspondingly, 
many CPAs and clients may oppose 
fictitious firm names, contingent 
fees, commissions, and vouching for 
a forecast’s achievability regardless 
of the Institute’s repeal of prohibi­
tions of these actions.
Summary and Conclusion
The survey results provide 
evidence that the recent revisions in 
the AICPA Code may not be ac­
cepted without reservations and 
protests. Most of the surveyed CPAs 
indicated support for the former 
rules regarding contingent fees, 
commissions, fictitious firm names, 
and forecasts. With the exception of 
the restriction on fictitious names, 
clients also considered these former 
rules appropriate.
As mentioned previously, if 
practitioner disapproval of the 
revisions is widespread, CPAs may 
encourage their state legislatures to 
enact regulations to control the 
related practices. Practitioners may 
also act to discourage similar revi­
sions in state ethics codes are very 
similar, if not identical, to the AICPA 
Code, and modifications that the 
Institute considers necessary are 
often adopted by the individual 
states. Practitioner disdain for these 
changes however, may result in the 
refusal of some states to repeal the 
restrictions in question.
If some states refuse to revise the 
controversial rules, CPAs will have to 
adhere to the code of the state in 
which they are licensed for fear of 
losing their certification. They may 
have to compete, however, with 
practitioners from neighboring states 
whose state codes and regulations 
are not as restrictive.
There may be some consolation 
for the AICPA, however, with regard 
to eventual practitioner and client 
acceptance of the rule changes. 
Former restrictions that were 
repealed in the 1970’s are now widely 
accepted. Consequently, practitioners 
and clients may be more supportive 
of the modifications as they under­
stand the AICPA’s motives and 
become accustomed to the new 
freedoms that the changes afford.
To an extent, the current Code of 
Professional Conduct is the result of 
negotiations between the AICPA and 
government regulatory agencies, 
such as the FTC. Although the 
Institute has acted to preserve the 
autonomy of the accounting profes­
sion and minimize its regulation, 
practitioners now have fewer restric­
tions on their ethical behavior. These 
code revisions will provide new 
opportunities to increase accounting 
firm revenues but practitioners will 
also have to contend with ethics 
decisions that they have not faced 
before. As the survey results sug­
gest, many CPAs and clients may not 
be enthusiastic about the new 
freedoms effected by the changes.
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Dale R. Martin is an Associate Professor 
of Accounting and Coordinator of the 
Accountancy Department at Wake Forest 
University.
Journal of Accountancy, “AICPA to Fight FTC 
Consent Order on Ethics Code,” 
September 1987, pp. 87-88.
Supplement to The CPA Letter, “Agreement 
Containing Consent Order to Cease and 
Desist,” September 23, 1988.
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Why settle for a 
pile of headaches 
when you can put the 
remedy right in 
your clients’ hands
with McBee’s new One-Write Checkbook
Here’s the time-saving, profit- 
building alternative to 3-up checks 
for computer input.
Now get accurate and easy-to- 
work-with input from your write-up 
clients.
McBee’s One-Write Checkbook 
lifts those frustrating reconcilia­
tions off the shoulders of your staff
Since it’s price competitive with 
3-up checks, there’s absolutely no 
reason why you . . . your staff . . . 
or your clients have to pul up with 
the inefficiencies of 3-up checks for 
even another quarter.
Why did we make a smaller ver­
sion of the standard McBee one- 
write system? Because getting 
accurate input from your clients 
is still your biggest time saver.
McBee’s One-Write Checkbook 
does for your write-up clients what 
the McBee standard one-write book­
keeping system does for your General 
Ledger accounts — eliminates as 
many errors as humanly possible 
from client input BEFORE YOU GET IT.
So call your local McBee Rep and 





Managing Work and Family: 
The Challenge
By Bonnie Michaels
Many parents - men and women - have been very 
successful in coordinating their work and family responsi­
bilities. Principles such as strategic planning, organiza­
tional systems and communication skills that are tradition­
ally practiced in a business setting can prove to be equally 
as effective in managing family life.
As a parent, these principles can contribute to success­
ful parenting. And successful parenting can carry over to 
successful work habits and productivity; less absenteeism, 
tardiness, stress and distractions. You can look at your 
present situation, evaluate your options and find creative 
ways to balance your family and work responsibilities - 
and still have time left over to take care of your own 
needs!
You may also need to learn not to feel guilty about 
having a career. You should recognize that it’s important 
for you to have a career and that, even if you’re not home 
all day every day, your children can develop into happy, 
confident, independent adults. The following will help you 
choose strategies and ideas that other parents have used 
to effectively meet the challenge of managing career and 
family responsibilities.
What Can You Do?
Look at your life as a whole:
• Plan ahead
• Develop resources and back-up resources
• Set priorities
• Communicate effectively with your child, your child’s 
caregiver or teachers, back-ups and supports
• Make time for yourself
Make it policy to always have a back-up plan. Knowing 
you have at least one option will help you feel in control, 
even at the worst times. When you hit on a good alterna­
tive, think of one more, even if it’s a “choice of last resort.” 
For instance, if your child comes down with the flu, your 
back-up plan may involve a neighbor or relative who’s 
available on short notice to stay with the child. But in the 
event that person isn’t available the day you have an 
important presentation to a prospective client, you should 
research sick child care centers and know what other 
options are available.
Keep a sense of humor and talk to other parents, 
colleagues at work, neighbors, or women that you meet 
through professional organizations. You aren’t alone, nor 
are you the only one dealing with these responsibilities - 
even if it sometimes feels that way.
Feeling Guilty Doesn’t Help Anyone
Some parents feel guilty because they think that if they 
work, their children won’t be happy or develop into 
responsible adults. It’s important to remember that the 
qualities and values you want to instill in your children 
can be taught and reinforced whether or not you are 
working outside the home. Those qualities include: 
security, trust, sense of mastery, competence, humor and 
curiosity. It’s also not the quantity of time, but the quality 
and sensitivity of interaction that make a difference to 
your child. When we think of good parents, we often think 
of the traditional mother figure who stayed home, baked 
bread, and cooked a full dinner seven nights a week. Well, 
no one has yet proven that staying home and baking 
bread contributes to a child’s development in any way!
Some tips to help you eliminate those occasional 
feelings of guilt include the following:
• Focus on the positive things you are doing for your 
child, such as setting an example for independence and 
growth.
• View your relationship with your child’s caregiver(s) 
like that of a family member. Insist on input and feed­
back on your child’s development.
• Involve yourself in your child’s life: arrange for school 
visits, invite your child’s friends for an overnight visit. 
Set up special times or outings so you can find out what 
your child is learning, thinking and feeling. Keep the 
conversations light, but listen to what your child has to 
say.
• Remember, your attitudes affect your child. A calm and 
confident attitude has a very positive effect on your 
child’s development.
It’s not only children that can make parents feel 
enormous guilt. Elders can also create these guilt feelings 
when they say “you never come to see me” or “I haven’t 
heard from you in so long.” With elders, helping them get 
what they need is an important part of dealing with the 
guilt. What are they really trying to say to you? Elders 
often spend a great deal of time indoors alone. They are 
probably saying they’re lonely. If you can’t visit them, a 
cheerful conversation may raise their spirits. Letting them 
know you care is important even if you can’t be there in 
person.
Remember to look at the big picture, look at what you 
are doing that is good. If you have doubts, talk with a 
counselor.
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Separating the “Work Self” 
from the “Home Self”
In the 1989 book Children of Fast 
Track Parents, Andree Aelion Brooks 
discusses the two different sides of 
ourselves that we must develop, that 
of the career person and that of the 
parent. Sometimes these two roles 
are contradictory. For example, in 
the office we may be critical of errors 
made by our subordinates, but at 
home we need to be tolerant of our 
child’s mistakes. At work we con­
stantly drive ourselves to work 
quickly and efficiently, while at home 
we often need to step back, relax and 
just enjoy the moment. We set high 
standards at work for ourselves and 
others, but at home there needs to 
be room for individuals to grow, 
develop and make mistakes.
Keeping these ideas paramount 
will be very helpful in managing your 
home life. When you need to get help 
from family members to get chores 
done, you can defeat your purpose by 
being too much of a perfectionist and 
criticizing others’ efforts. Getting the 
job done is important, but showing 
family members you trust them and 
appreciate their efforts will not only 
get the chores done, it will create a 
positive learning experience for all 
involved.
Get Organized
One of the most important parts of 
delegation is motivating your help­
ers. Think about how a good man­
ager motivates her subordinates to 
help, and then think about how you 
can transfer those skills to delegation 
at home. Each member of your 
family has a different “hot button”: 
knowing what is important to each of 
them will help you find creative ways 
of getting things done. For example, 
try games, prizes, contests, con­
tracts, or races. By keeping a sense 
of humor, you can make otherwise 
tedious chores fun, and you’ll get 
more participation from family 
members. Short-term it may take a 
little more effort on your part, but 
long-term it will work toward 
everyone’s benefit.
Here are some pointers to help 
you get organized:
• Prioritize: Decide what really 
needs to be done. Once you make 
a decision, don’t dwell on the other 
tasks you’ve put aside. Pace 
yourself. Keep your focus on one
activity instead of many.
• Use different means to get the job 
done: delegate, exchange chores 
with others (friends, neighbors 
and relatives), find ways to save 
your energy, and, if your financial 
position permits, hire outside help.
• Plan ahead. Develop back-up 
systems for sick days, vacation 
days, unexpected events. Check 
out resources available to you and 
your child: community groups, 
churches/synagogues, women’s 
organizations, self-help groups, 
day care centers, after school 
programs. Keep a list of who you 
can call on for what.
Communicate with 
Confidence
Skillful, effective communication is 
very important. Some ideas to help 
you include the following: 
With Your Children:
• Use probing skills to find out more 
about your child’s day, ask what’s 
important, how he/she feels about 
school, caregivers, friends and 
himself/herself.
• Learn to recognize body language 
that indicates your child is upset or 
wants to say something to you.
• Use decoding skills to find out 
what is really on your child’s mind. 
Use clear language to make sure 
you both understand what is being 
said.
• Give instructions in a manner that 
your child understands. Get clarifi­
cation. Practice instructions that 
you might give in an emergency.
With Elders:
• Use the same probing skills you 
use on others to find out about 
their day.
• Find positive ways of giving 
feedback when there are many 
grievances. Find ways you can 
help them to get what they need; 
work for understanding.
• Read some background material 
on aging to better understand 
about this period of development.
• Above all, have patience and a 
sense of humor. It will keep things 
in perspective.
With Spouse
• Find caring ways of saying things.
• Begins by discussing things you 
need.
• Be ready to compromise.
• Don’t accuse. Use “I feel” state­
ments.
• Keep a sense of humor!
With Caregivers:
• Communicate your expectations. 
Don’t take anything for granted.
• Give a list of your child’s favorite 
foods, games, toys, medical infor­
mation.
• Make sure the caregiver knows 
about major changes in your 
child’s emotional or physical 
development, or changes in your 
life that might influence your child.
• Spend a few minutes a day talking 
to your caregiver to get a clear 
picture of your child’s day, includ­
ing activities, emotions, appetite.
• Call in once or twice a day when 
possible. Make sure your car­
egiver knows where you can be 
reached if necessary.
With Supervisors:
• Negotiate time off for family 
responsibilities: don’t just take it.
• Know your company’s policies 
regarding personal days and flex­
time. Make sure your supervisor 
knows how and when your work 
will be completed. Have at least 
one idea or suggestion in mind.
• Set up a win-win situation.
• Keep the company’s bottom line in 
mind when negotiating.
Taking Care of Yourself
It is imperative that you make time 
for yourself daily - even if it’s just for a 
bath or a long phone call to a friend. 
Time out from responsibilities is 
extremely important to avoid burn­
out. Exercise, take a walk, read a 
book, watch a movie.
Use your sense of humor to help 
minimize the stress caused by minor 
annoyances and frustrations. Some 
days nothing goes right - just remem­
ber, things will change. Also try to 
involve other adults in your child’s 
life. It will take some of the pressure 
off you, and will give your child a 
chance to experience other role 
models.
Above all, know you are doing the 
best that you can. Your spirit and 
courage is everything a child needs 
for happy and healthy growth.
Bonnie Michaels is president of 
Managing Work and Family, a consulting 
firm that assists companies with options for 
the changing work force. Offices are in 
Evanston, IL, and Beavercreek, OH. For 
more information call 708/864-0916.
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Learn Lotus’ 1-2-3’ in just 4 hours
Guaranteed
You know that Lotus 1-2-3 is the 
world's leading spreadsheet: it's 
the software busy executives need 
at their fingertips. But with your 
hectic schedule, you may not have
taken time to learn Lotus yourself.
That's where MicroTutor® Tuto­
rial Software comes in: this self- 
guided, Lotus 1-2-3 tutorial for 
IBM and compatibles will make 
you a "spreadsheet performer" in 
just four hours. Guaranteed. With 
no hassle and at your own pace. 
Whenever you have the time.
Best of all, you'll learn Lotus for
much less than the cost of a single 
class or seminar. Pass MicroTutor® 
on to staff members, too: they'll also 
learn how to use formulas and 
macros to speed up analyses, projec­
tions and P & L statements. And in 
today's business climate, knowing 
Lotus 1-2-3 is one skill that gives you 
that "extra edge" at promotion time.
Try MicroTutor® Tutorial Soft­
ware at no risk under the terms of 
our 30-day money-back guarantee, 
backed by the experience of 
National Education Corporation:
MicroTutor’s® unique split-screen combines 
Lotus 1-2-3 at the top with your step-by-step 
instructions at the bottom.
the world's largest training com­
pany. Get on the fast track with 
MicroTutor® —- and put Lotus 1-2-3 
to work—painlessly—for you and 
your staff. Call or FAX your order 
today. Available in 5¼" or 3½" 
disk sizes. Lotus 1-2-3 program is 
not required to use MicroTutor®.
National Learning Systems, Dept. SATA80
925 Oak Street, Scranton, PA 18515
YES! Send MicroTutor® to me ASAP. I understand I have 30 days to evaluate 
  all programs and that my SATISFACTION IS 100% GUARANTEED.
Check your selection(s) and total below.  Check preferred disk size □5¼"  3½"
1-800-828-2917 Dept. SATA80





or choose from these other programs: □ Understanding Spreadsheets............ $49.00
□ WordPerfect®5.................. $49.00 □ The Computer: A Tool for Managers $49.00
□ dBase III Plus™.................. $49.00 □ IBM PC DOS................................................$49.00
□ Symphony® .$49.00 □ Understanding Databases .$49.00
Total Selections @ $49.00 each =............................................................ ..............
Shipping and handling.......................................................................... 2.00
Add sales tax (PA 6%, CA 6¼ %).............................................................................
Software names are trademarks or registered trademarks of their respective companies.  
IBM® is a registered trademark of International Business Machines Corporation. TOTAL $
Title____________________________________________




□ Check Enclosed □ Purchase Order Enclosed




Signature All orders must be signed
DISCOVER
©1990 U.S. SHOE
For the retailer nearest you 
call 1-800-322-2562. In 
Canada call 1-416-481-1161.
Ultra sole
Once you try the OLYMPIA 
with its Ultra-soft lining and 
Ultra-flexible sole, you'll 
know why we say, "fashion 
never felt so good!" And we 
have just your size and 
width in a wide variety of 
colors. Made in the USA. 
About $55.
Ultra lining
FREE with try-on! We're so 
sure you'll love the Joyce 
Ultra collection, we're 
offering you a gift for just 
trying a pair on. While 
supplies last.
An Understanding Based 
Alternative to “Plain Paper 
Prohibitation”
By Louis G. Gutberlet, CPA
It has been twelve years since the members of the 
Accounting and Review Services Committee (ARSC), 
including myself, concluded that practitioners should 
always issue a report when “submitting” less than audited 
financial statements of a privately owned entity. A lot has 
transpired since then. We have plain paper prospective 
financials. We have uncompiled personal financials. And 
we have concerned members who believe that there are 
still “undefined services.”
In that connection, on September 7, 1989, ARSC held a 
public hearing. The objective of which was to discuss the 
possibility of amending Statements on Standards for 
Accounting and Review Services (SSARS) for a proposed 
“elective new service.” This proposal is described by 
some as “less than a compilation” and by others as 
“reflecting a client’s needs.” The Private Companies 
Practice Section considers the proposal to be a solution, in 
part at least, to a significant practice problem.
As proposed, this service would allow practitioners to 
prepare and “submit” interim financial statements without 
reporting on them. The financial statements would 
include legend notations that there may be departures 
from generally accepted accounting principles (GAAP) or 
some other comprehensive basis of accounting (OCBOA), 
other than the omission of disclosures. This new service 
would be “elective” for interim financial statements and 
the information would be for “management’s internal use” 
only.
On September 15th, 1989, the American Institute of 
CPAs (AICPA) issued a press release stating the SSARS 
would “not be amended to provide for different standards 
in connection with interim financial statements.” Based on 
discussions at the hearing, ARSC determined that amend­
ing the current standards “could lead to abuses” and a 
“lowering of the quality” of a practitioner’s work.
The issue underlying this proposal has been debated by 
ARSC several times. While the idea has various forms, the 
substance is the same - should ARSC establish a service 
consisting of preparing and “submitting” financial state­
ments of a privately owned entity without reporting on 
them (i.e., the “plain paper prohibitation” issue).
ARSC discussed this issue extensively before, during, 
and after the issuance of SSARS No. 1, Compilation and 
Review of Financial Statements. ARSC concluded that 
practitioners should always issue a report when “submit­
ting” less than audited financial statements of a privately 
owned entity. ARSC intentionally set the standards to 
include interim and year-end financial statements: regard­
less of whether computer generated or manually pre­
pared. The standards are applicable to all types of pri­
vately owned entities. ARSC also established minimum 
performance standards applicable to the compilation or 
review of financial statements.
In September of 1985, ARSC considered a draft pro­
posal entitled Financial Statements for Clients’ Limited 
Use. This proposal would have permitted practitioners to 
prepare (or assist in preparing) and “submit” financial 
statements intended for “management use only” without 
complying with the minimum standards for a compilation 
engagement. There was to be a written understanding 
stating the restrictions on the distribution of the financials 
and the practitioner’s “did nothing” report.
The proposal specifically required adherence to the 
General Standards of the Profession, particularly due 
professional care. The proposal also required that if 
during the engagement anything came to the 
practitioner’s attention that the financials would be used 
by a third party, then either the practitioner would have to 
comply, at a minimum, with SSARS No. 1 or withdraw.
The key to this proposal was the understanding. It 
required that there be a written understanding concern­
ing the service and an understanding that the financial 
statements would be used solely by client personnel and 
not distributed to third parties for credit granting or other 
purposes.
Although some members of ARSC were sympathetic to 
the idea of an “internal use” or “plain paper” service, they 
generally believed it was not operational. Accordingly, 
ARSC never exposed the draft for the profession’s consid­
eration and comments.
In 1986, ARSC did approve an elective service not 
defined in previous SSARS. This service was for personal
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financial statements. That is, per­
sonal financial statements included in 
written personal financial plans. The 
standards require a written report.
The standards for such a service
are:
a. A practitioner should establish an 
understanding with the client, 
preferably in writing, that the 
financial statements -
i. Will be used solely to help the 
client and the client’s advisors to 
develop personal financial goals 
and objectives.
ii. Will not be used to obtain credit 
or for any purposes other than 
developing goals and objectives.
b. Nothing comes to the 
practitioner’s attention that would 
cause the practitioner to believe 
that the financial statements will 
be used to obtain credit or for any 
purposes other than developing 
the client’s goals and objectives. 
ARSC adopted this elective service 
because personal financial state­
ments included in such plans are 
“only incidental.” On the other hand, 
stand alone financial statements may 
be the only information third party 
users receive. This last assertion by 
ARSC may or may not be accurate.
A Personal Perspective
Many perspectives on these 
proceedings are influenced by the 
outcome; not the process itself. After 
studying the transcript of the public 
hearing entitled Proposed Level of 
Service Below a Compilation, reading 
the various drafts, and having (in
Exhibit I
Example of a report when using the 
election provided by SSARS No. 6.
The accompanying Statement 
of Financial Condition of X, as of 
December 31, 19XX, was pre­
pared solely to help you develop 
your personal financial plan. Ac­
cordingly, it may be incomplete 
or contain other departures from 
generally accepted accounting 
principles and should not be used 
to obtain credit or for any pur­
poses other than developing your 
financial plan. We have not 
audited, reviewed, or compiled 
the statement. 
prior years) participated directly in 
standards setting, I offer the follow­
ing perspectives on specific observa­
tions.
First, various individuals keep 
referring to plain paper services as 
“less than a compilation.” The same 
techniques are used (successfully) 
on the “standards overload” issue. 
Big GAAP - Little GAAP. Second 
class citizens. Big-Eight (Giant-Six) 
vs. local firms. Nonsense. Standards 
are not more or less; they are just 
different. Different under different 
circumstances and intended to meet 
different needs of different users of 
information.
We have all heard the old cliche 
“We know the right answer, now we 
just need to ask the right questions.” 
By appealing to the fears and preju­
dices that we all possess it is simple 
to get the right answer. For example, 
“Won’t this proposal expose us to 
additional legal liability?” “Won’t this 
proposal amount to an endorsement 
of less than professional service­
bureau practices?”
Finally, ask yourself “Did ARSC 
consider all the alternatives?” 
Probably not. Who has heard or seen 
any discussion of the concept 
underlying SSARS No. 3 Compilation 
Reports on Financial Statements 
Included in Certain Prescribed Forms 
or the idea of writing standards 
based on the understanding between 
a client and the practitioner?
Association with Financial 
Statements
Statement on Auditing Standards 
No. 26 defines association with 
financial statements somewhat as 
follows:
Practitioners are associated with 
financial statements when consenting 
to the use of their name in a report or 
written communication containing 
financial statements. In addition, when 
practitioners submit financial state­
ments to a client or others that they 
have prepared or helped in preparing, 
they are associated with them even if 
they do not append their name to the 
financial statements.
Notice that the definition itself 
contains a solution to the debate. It 
states that even if practitioners do 
not append their name to financial 
statements, the practitioner is 
associated with them. Therefore, 
association does not mean that a 
practitioner must report. Others 
(ARSC) have imposed that require­
ment and they can change it. Not to 
deny or avoid association, but to 
report when it is appropriate or 
necessary under the terms and 
objectives of the engagement.
While deliberating SSARS No. 1, 
ARSC decided not to address the 
“concept of association: and its 
implications. It concluded that, for 
privately owned entities, most users 
are well aware of the relationship 
between clients and practitioners. 
Because of this knowledge, users 
automatically associate (in the 
dictionary sense of the word) the 
practitioner with a client’s financial 
statements.
Accordingly, ARSC decided that it 
was more logical to address the 
practitioner’s relationship to financial 
statements by:
a. Describing the nature of the 
services rendered.
b. Relating the services to the degree 
of responsibility assumed with 
respect to the financials.
Therefore, ARSC set forth a basic 
reporting framework by developing a 
“submission test.” ARSC did not 
define “submission.” Rather, it stated 
that anytime a practitioner “submits” 
less than audited financial statements 
of a privately owned entity to a client 
or others, the practitioner should 
comply with the standards for a 
compilation or a review. A compila­
tion is the lowest defined level of 
service when “submitting” financial 
statements. A practitioner’s reporting 
responsibilities when “submitting” 
such financial statements are sum­
marized in Exhibit II.
Just what constitutes the “submis­
sion” of financial statements to a 
client or others resulting in the 
requirement that a practitioner 
comply with the provisions of SSARS 
No. 1? A recent ARSC interpretation 
defines “submission” along these 
lines. Submission is transmitting 
financial statements to a client or 
others that a practitioner has: 
a. prepared, either manually or 
through the use of computer soft­
ware, or
b. modified by materially changing 
account classifications, amounts, 
or disclosures directly on client- 
prepared financial statements. 
ARSC goes on to identify circum-
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Exhibit II
Privately Owned Entity Submission Standards
Submission Test
Anytime a practitioner “submits” less than audited financial statements of 
a privately owned entity to his or her client or others, the practitioner should 
comply with the standards for a compilation or a review.
Plain Paper Prohibitation
Anytime a practitioner “completes” a compilation or a review of the 
financial statements of a privately owned entity, an appropriate report under 
the provisions of SSARS should accompany the financial statements submit­
ted to the client or others.
This precludes the practitioner from merely typing or reproducing 
financial statements as an accommodation to the client.
Minimum Level of Service
When a practitioner is involved with the financial statements of a privately 
owned entity, the “minimum” level of service he or she may provide and 
report on is a compilation.
Pecking Order
When a practitioner renders a compilation service in connection with fi­
nancial statements that he or she also reviews, the practitioner should issue 
a review report under the appropriate provisions of SSARS.
When a practitioner renders a compilation service in connection with fi­
nancial statements that he or she also audits, the practitioner should issue 
an audit report under the appropriate provisions of generally accepted 
auditing standards.
stances that do not constitute a 
“submission” of financial statements 
as follows:
a. Reading client-prepared financial 
statements.
b. Proposing adjusting journal entries 
or disclosures to the financials, 
either orally or in written form, 
that materially change client- 
prepared financial statements, as 
long as the practitioner does not 
directly modify the client-prepared 
document.
c. Preparing standard monthly 
journal entries (i.e., standard 
entries for depreciation and 
expiration of prepaid expenses).
d. Providing a client with a financial 
statement format, that does not 
include dollar amounts, to be used 
by the client to prepare financial 
statements.
e. Advising a client about the selec­
tion or use of computer software 
that the client will use to prepare 
financial statements.
f. Providing the use of or access to 
computer hardware or software 
that the client will use to prepare 
financial statements.
That’s all well and good. However, 
wouldn’t it be more efficient if ARSC 
abandoned the “submission test” and 
address reporting responsibilities 
from the perspective of the terms 
and objectives of the engagement? 
Association in and of itself does not 
require a practitioner’s report. For 
example, ARSC might determine that 
financials intended for third party 
use require a report. Whereas, 
financials intended for internal use 
do not require a report. That is, a 
report on “internal use only” finan­
cials could be elective.
And then there’s SSARS No. 3. It 
allows a special form of standard 
compilation report when the pre­
scribed form or related instructions 
call for a departure from GAAP or 
some OCBOA. The idea underlying 
this approach is that the information 
required by a prescribed form is 
sufficient to meet the needs of the 
body that designed or adopted the 
form. Accordingly, there is no 
requirement to advise the user of 
departures from GAAP or some 
OCBOA required by the form or 
related instructions.
The special compilation report 
contains the following third para­
graph.
These financial statements (includ­
ing related disclosures) are presented 
in accordance with the requirements of 
(name of body) which differ from 
generally accepted accounting 
principles. Accordingly, these financial 
statements are not designed for those 
who are not informed about such 
differences.
Notice that there are no restric­
tions on the distribution of the 
information contained in the pre­
scribed form. Notice also that a user 
is notified that the information is not 
designed for those who are not 
informed. All this from the idea that 
the information contained in the 
presentation is “sufficient to meet the 
needs of those who designed or 
adopted the presentation.”
Suppose someone “transcribes” 
certain information (financial 
statement elements) from unissued 
financial statements or a trial balance 
to a clean sheet of paper. Is the 
SSARS’ literature applicable? NO! 
Would the answer be any different if 
the information came from computer 
generated interim financials? No! 
Now, just because it looks like a duck 
and walks like a duck doesn’t mean 
it’s a duck! What if it is not an owner/ 
manager’s intent to present financial 
position and results of operations in 
accordance with GAAP or some 
OCBOA? But, the presentation is in 
the “form of financial statements.” 
Does that make it a financial state­
ment that must be in conformity or 
else? What is the owner/manager’s 
intent?
What is meant by the term “form 
of financial statements?” What is a 
financial statement? SSARS defines a 
financial statement as “a presentation 
of financial data, including accompa­
nying notes, derived from accounting 
records and intended to communicate 
an entity’s economic resources or 
obligations at a point in time, or the 
changes therein for a period of time, 
in accordance with generally ac­
cepted accounting principles or a 
comprehensive basis of accounting 
other than generally accepted 
accounting principles.” What is the 
owner/manager’s intent?
Remember, even if a practitioner 
participates in the preparation of 
financial statements, the information 
contained therein is the representa­
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tion of the owner/manager. The 
fairness of a presentation in confor­
mity with GAAP or some OCBOA is 
the owner/manager’s prerogative 
and responsibility. What if the 
owner/manager does not intend that 
a presentation conform in the first 
place?
A Formal Proposal - Based on 
the Understanding
The understanding is the key. 
SSARS No. 1 is written from the 
viewpoint of “the objectives of the 
engagement.” These objectives are 
the deciding factors. They should 
determine which procedures to use 
and which report, if any, to issue. 
Naturally, these objectives should be 
established when agreement is 
reached specifying the services that 
are to be rendered. The understand­
ing should reflect the intent of the 
owner/manager. And of course, the 
understanding must consider the 
needs of the users of the information. 
However, we should not presume to 
know more than the issuer or the 
practitioner as to what those needs 
are. ARSC is not establishing ac­
counting standards; they are writing 
standards for services to be ren­
dered.
The services might include the 
presentation of financial information 
in the “form of financial statements.” 
That does not necessarily mean that 
the information purports to be in 
conformity with GAAP or some 
OCBOA. What is the owner/ 
manager’s intent? Could a report be 
written (or a legend included) that 
makes that intent clear to any user of 
the information?
This proposal presumes that there 
are not restrictions on the distribu­
tion of the financial information. 
However, it makes no difference. It 
could be elective. It could be manda­
tory. But why should there be any 
restrictions?
Association does not require a 
report. Therefore, a practitioner may 
or may not choose to issue a report 
on the presentation. If the election 
not to report is exercised, a legend 
should be included simply because 
practitioners cannot avoid associa­
tion.
Following are some standards, 
reflecting due professional care, that 
ARSC could establish that reflect an 
understanding based alternative to 
the “plain paper prohibitation” issue.
1. Establish an understanding with 
the client, preferably in writing, 
that the financial presentation 
(interim or year-end) resulting 
from the engagement is not 
intended to present financial 
position or the results of opera­
tions according to GAAP or some 
OCBOA. In addition, the practitio­
ner will not issue a report on the 
engagement.
2. A report is not to be issued on 
such a financial presentation. How­
ever, a legend should be included 
on each page describing its nature 
and limitations. That is, that it does 
not purport to reflect financial 
position or the results of opera­
tions in accordance with GAAP or 
some OCBOA.
3. The practitioner’s name is not to 
be disclosed anywhere on the 
financial information or on a report 
cover. If the information is in­
cluded with a written communica­
tion (a transmittal letter, for 
example) a statement that the 
information is not intended to 
present financial position, results 
of operations, or cash flows should 
be communicated in writing.
4. This service should be conducted 
according to the General Stan­
dards of the Profession.
a. Professional Competence.
b. Due Professional Care.
c. Planning and Supervision. 
d. Sufficient Relevant Data.
Exhibit III
Understanding Based Alternative Compilation Report
We have compiled the accompanying (interim) financial information of 
the ABC Company as of December 31, 19X1 and 19XX, and for the nine 
months then ended, in accordance with standards established by the 
American Institute of Certified Public Accountants.
Our compilation was limited to presenting certain owner/manager 
designated information from summary accounting records (maintained by 
(us) ABC Company personnel). We have not audited or reviewed the 
financial information referred to above, and accordingly, we do not express 
an opinion or any other form of assurance on it.
This presentation presumes that the information contained therein is 
sufficient to meet the needs of the owners (management) of the ABC 
Company. It is not intended to communicate the entity’s financial position or 
results of operations in accordance with generally accepted accounting 
principles or any other comprehensive basis of accounting. Accordingly, this 
presentation is not intended for and does not include information that may 
be considered necessary for users outside the owners (management) of the 
ABC Company.
Example of a Legend
This financial information is not 
intended to present financial 
position or results of operations 
in accordance with generally 
accepted accounting principles. It 
does not purport to reflect all ap­
propriate adjustments and 
disclosures and was not com­
piled, reviewed, or audited by our 
accountant.
If the profession believes that 
there should be restrictions on the 
distribution of such information: so 
be it. These standards can accommo­
date such thinking. And the support­
ers of “plain paper services” could 
endorse such an approach; whether 
reported upon or not.
For those in the profession who 
believe that there is nothing lower 
than a compilation, please see 
Exhibit III: An Understanding Based 
Alternative Compilation Report. This 
report reflects an understanding that 
the owner/manager does not intend 
that the information be in accordance 
with GAAP or some OCBOA.
Louis G. Gutberlet, CPA is a retired 
practitioner living in Huntington, CT. For 
three years he was an active member of the 
original AICPA Accounting and Review 
Services Committee. He has traveled 
extensively, writing and speaking on 
privately owned business enterprises.
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Robert Half Column
Advancing Your Career 
in the ’90s
By Max Messmer
Many economists are predicting recessionary condi­
tions for at least the short term. But even in a troubled 
economy, our Robert Half research shows that the 
accounting profession will remain strong throughout, and 
in certain areas of specialization, it will grow by leaps and 
bounds.
Here are some of the trends that our accounting 
placement specialists throughout the country have been 
tracking.
Go with the “Hot” Industries
As we move into the ‘90s, your career is more likely to 
advance quickly if you are building your expertise in such 
growth areas as computer technology, biotechnology, 
alternative health care delivery systems, and products 
and services that meet the needs of dual-professional 
parents. These industries have remained strong and are 
projected to grow even faster in the future.
Every job move will affect your career in terms of the 
industry-specific experience you are gathering. As you 
weigh your opportunities, assess each potential position 
in terms of the changing demographics, market condi­
tions and global competition. These factors will cause 
downturns within certain industries and explosive growth 
within others.
Public Accounting Firms Focus on “Hot” 
Areas
Generally speaking, the large public accounting firms 
offer excellent opportunity for career growth, as do 
progressive companies in growing industries. On the 
corporate side, a position at the headquarters office 
should give you more exposure to the strategies that drive 
the company than you would receive in a branch or 
division office.
Among the growth areas within large accounting firms, 
the following three are considered to be especially “hot.”
• Turn-arounds. Many of the companies that grew by 
leaps and bounds in the ‘80s overextended themselves; 
through internal growth, excessive merger and acquisi­
tion activity, or both. These organizations are seeking the 
financial counseling and controls needed to put them back 
on a solid footing. Accounting specialists with financial 
expertise, sophisticated computer skills and an under­
standing of broad managerial issues are in strong 
demand.
• Litigation support. Lawyers are turning more than 
ever to the accounting profession to help them make the 
right decisions surrounding corporate and institutional 
bankruptcy and insolvency proceedings.
There are several special skills areas in high demand. 
The first is the financial analytical ability to determine 
how best to sell off the components of the organization. If 
you have already gained experience in the mergers and 
acquisitions field, you have most likely developed the 
skills needed for litigation support. The same knowledge 
required to put companies together is now needed to 
realize maximum financial value from the process of 
taking them apart.
The second area is the ability to deal well with people, 
since skillful negotiations with creditors are critical to 
companies that have filed for Chapter 7 or 11. And the 
third is excellent communications skills, because the 
accounting firm is often called upon to provide articulate 
“expert witnesses” during the litigation process.
• Global business. Most growth companies now see 
their markets as global, so public accounting firms are 
rushing to establish strong international capabilities. This 
area may well offer the fastest track for the ‘90s.
Each additional language you know increases your 
value exponentially. An understanding of cultural differ­
ences is also essential. The best way to develop this is 
through actual experience, by spending a year or more 
working in one or more foreign countries. If this is not 
practical, you can take evening courses which are now 
offered by many universities.
You might also volunteer time to such organizations as 
your local Japanese business association, and develop 
social relationships with people from abroad to gain a 
better understanding of how they think.
And of course, the greater your knowledge of interna­
tional tax and currency exchange issues, the greater your 
marketability in this area.
If you are wise in choosing your area of specialty and 
make the extra effort to acquire relevant skills as quickly 
as possible, the ‘90s should offer you many exciting and 
challenging opportunities for career growth.
Max Messmer is chairman and CEO of Robert Half 
International Inc. Its Robert Half and Accountemps divisions 
specialize in permanent and temporary placement of accounting, 
bookkeeping, financial, banking and information systems 
professionals. The company has 160 offices in the U.S., Canada, 
the U.K. and Europe.
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Tax Notes
Handling IRS Audits
By Greta P. Hicks, CPA
When clients receive an audit letter from the IRS they 
usually panic. Our first responsibility is to calm them 
down, have them mail us a copy of the IRS notice, and 
begin to plan and strategy for handling the audit.
Steps
This up-front analyzing and planning is the key to 
successfully handling an IRS audit. There are some basic 
steps to take.
1. Carefully read the IRS notice and determine what it is 
they are really after, what questions they are likely to 
ask, and what documents they would like to see.
2. Determine what records are in the client’s file and what 
needs to be secured from the client.
3. Discuss the audit process with the client, the records 
available, and the timing of the audit.
4. Draft out an engagement letter. Many lay persons think 
the fee for preparing the tax return also includes 
handling IRS problems. Much of the time, it is advisable 
to get expected fees up-front.
Ways to Approach Audit
Two most common approaches for giving records to 
the auditor are:
1. Be highly organized. Pull all receipts and staple an 
adding machine tape to the batch assuring yourself that 
the total on the tape adds to the tax return.
2. Go in with the “grocery sack”. Let the auditor go 
through the receipts and determine what he/she 
needs.
Your Own Style
There are as many ways of approaching an IRS audit as 
there are personalities among us CPAs. Probably, each of 
us have used differing methods depending upon the 
records, client, and the personality of the IRS auditor. 
Some common tactics are:
1. Procrastination
2. Appearance of cooperation
3. “Steam roller”
I find “appearance of cooperation” works best with my 
personality. Each of you will have to decide what works 
best for you.
Bottom Line
How you handle the audit will ultimately depend upon 
these factors:
1. Your client’s attitude toward the IRS.
2. Your attitude toward the IRS
3. Items on the return questioned by the IRS
4. Availability of records
5. Clients’ willingness to cooperate
6. Clients’ attitude toward your fee
You are at the IRS Office!
Once you get in front of the auditor, size them up. You 
may need to adjust your strategy based upon the auditor’s 




• Never give the IRS person more information than 
requested.
• Value silence. Don’t chatter or exchange casual conver­
sation.
• Answer questions honestly, but briefly.
• Never give the IRS the only copy of a document.
• Do not leave original records with the auditor.
• Don’t be argumentative or belligerent.
• Insist on getting copies of information.
• Keep in touch with the IRS.
CPA’s Role
Our role is that of a mediator (slightly prejudiced). We 
are in the middle between the IRS and our clients. We are 
a buffer, advisor, and collector and transmitter of informa­
tion. Sometimes it’s a “hot spot” but isn’t that why a client 
pays us? We take the heat, assimilate the information, and 
pass it on to a client in a more positive manner.
Another part of our responsibilities is to limit the 
exposure and risk for our clients. Our goal should be to 
handle an audit in such a manner that IRS personnel will 
“limit the scope of the audit” and examine only “material 
items.”
Good Luck
We’ve heard about the best laid plans of mice and men 
and what ever can go wrong will go wrong. No matter 
how much planning and preparing we do, the bottom line 
is more personalities than tax law, but hopefully, planning 
can help sway a disagreeable personality.
Greta B. Hicks began her CPA practice in NW Houston after 
working for the IRS for six years. She shares her experience as a 
Revenue Agent, Group Manager, and Trainer with other CPAs by 
teaching IRS Procedures courses nationwide. She is a member of 
the Houston Chapter, Texas Society, AICPA, American Society of 
Women Accountants, and American Woman’s Society of CPAs. 
This article was previously published in the May issue of the 
Houston Chapter TSCPA newsletter.
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Book Review
Client Centered Service:
How to Keep Them Coming Back for More
Written by David William Cottle, CPA, John Wiley and Sons, New York 
Reviewed by Mary S. Hoover, CPA, Topeka, KS
Services are not as easily marketed as a product. This 
book indicates that professional firms will learn:
1. Methods for uncovering what clients and referral 
sources really think and say about a firm and its level of 
service,
2. Techniques that can be used by a firm to make them 
stand out from a crowd of competitors, and,
3. Approaches to presenting and developing quality 
service and the right public image.
Client-Centered Service not only provides all it promises 
in the three areas outlined above, but much more. Mr. 
Cottle has also written a practical guide for professional 
firms and their managers on ways to motivate staff, 
manage people, and develop a high-quality culture in the 
firm.
Client Centered Service is easy to follow and divided into 
three major sections:
• Client-Centered Service - The Key to Client Satisfaction 
• What Do You Want to be Famous For?
• How to get Better Grades on your “Invisible Report
Card”
The book concludes with a summary of key concepts 
highlighting the most important techniques and tips from 
each chapter. Individual chapters of the book contain key 
points, definitions, examples, and questions to think about.
In the first section, Client-Centered Service - The Key to 
Client Satisfaction, Cottle explains that clients change pro­
fessional firms because of poor service, not high fees. 
Clients don’t buy professional services; they buy solutions 
to problems and good feelings. The author emphasizes 
that if a firm wants its clients to grade its services as high 
quality, it must make sure the client has realistic expecta­
tions of what it can accomplish. To that end, a firm needs 
to determine why a new client left their old professional 
firm, if they had one, and what they expect of the new 
firm. Cottle states that the key to ensuring high quality 
service is to meet or exceed what clients expect. A firm 
has to determine the problem the client wants solved and 
what “good feelings” means to the client.
Section two, “What Do You Want to be Famous For?”, 
stresses that a firm should develop a market position 
statement and define an USP (unique selling proposition). 
Both can create product differentiation when otherwise 
potential clients see all firms as identical. Cottle also 
suggests that each firm develop a feedback program to 
determine what clients think of a firm’s service to a client. 
This can be done through personal interviews, mail or 
telephone surveys, or written in-office surveys. In Chap­
ter 6, he lists sample questions that can be used by a firm 
in its feedback program.
Finally, at the end of this second section in chapters 8 
and 9, Cottle gives firms practical tips on how to stand 
above the crowd and how to project a high-quality image. 
A firm can set itself apart from its competition by looking 
for differentiation factors and unique characteristics, and 
most importantly, by caring for its client. A firm can 
project a high-quality image through the appearance of its 
reception area, its brochures and correspondence, and its 
souvenirs given to its clients.
The final section, “How to get Better Grades on Your 
‘Invisible Report Card’”, includes chapters on:
• How to manage people within your firm
• How to develop a high-quality culture in your firm
• How to turn complaints into increased client loyalty
• How to motivate staff, and,
• How to manage client expectations and perceptions.
It is in this section where Mr. Cottle provides managers 
of a firm not only with methods of ensuring high-quality 
client service, but also with practical techniques for moti­
vating and managing staff. The ideas in this section can 
be applied by any manager in any type of profession.
This section also stresses the importance of communi­
cating with a client and letting them know what the firm is 
doing for them. Cottle suggests each firm “tangibilize its 
service” by making its invisible, intangible services as 
visible as possible. In chapter 18, the author concludes the 
book by recommending that each firm adopt the following 
action plan:
1. Treat your clients as if they were lifetime partners. 
2. Ask all your personnel for service improvement ideas.
3. If you don’t have a mission statement, adopt one.
4. Carefully recruit and train your frontline people in the 
fundamentals of high-quality client service.
5. Always be patient, but never be satisfied.
If a professional firm follows any of the suggestions in 
the book, it should be able to increase the number of its 
clients and referral sources. Or as Cottle aptly states, “an 
enthusiastic client is the best business strategy of all”.
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Assignment: CPAs
A Source for Solutions
Go To The Source. The smart accountant does every time 
an AICPA technical service is called upon, or when an au­
thoritative pronouncement is needed to settle a dispute.
The American Institute of Certified Public Accountants is in 
the business of solutions. An entire profession looks to us 
to fill a need for information, representation and answers. It 
is quite possible that we could also be your solution.
Talented 4-6 year professionals will be given the opportuni­
ty to experience the theory behind the practice; the chance 
to be involved in new and innovative concepts in Quality 
Review, CPE, Examinations, Ethics and Technical 
Information — all geared toward creating a positive impact 
on the profession.
If you are a technically skilled CPA seeking new direction, 
we can put you at the pulse of the industry. In return for 
your efforts, we offer competitive remuneration including 
excellent benefits. Please send your resume and salary re­
quirements in confidence to: Recruiting Administrator, 
Human Resources, Dept-WCPA
AICPA American Institute of Certified Public Accountants
1211 Avenue of the Americas 
New York, NY 10036
An equal opportunity employer
